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In cause and effect, these two 
quently inter-related as to make 
them in this issue extremely valuable. 


OPERATIONS 


The bank function—symbolized here by a 
ck—operates through the processes 
icient bank procedure. To in- 
at efficiency is the purpose 

perations’ articles. 
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pad He is a man of sound general business experience. 

He has a reasonable amount of capital and a good 
reputation. He may, or may not, be in the automobile 
business at present. 


HERE’S 
A ¢ OOobD To him, and others like him, Hudson offers one of 
the most promising retail opportunities to be found 
today—in territories where dealerships are now avail- 
CUSTOMER | » 
No company in the industry has gone further than 
FO R Y @ ¥ R Hudson to promote friendly factory relations, to develop 


liberal franchise policies, to increase profit margins 
and protect territories. 


Perhaps there is a man of your acquaintance who 
is looking for such an opportunity. A letter addressed 
to the Sales Department, Hudson Motor Car Company, 
Detroit, may be the means of adding a successful auto- 
mobile dealer to the customers of your bank. 


Car shown is New Hudson Six Touring Sedan, $854* 
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These Good Things Can Be Said Only About Hudson 
In Every Popular Price Class, Even the Lowest, Hudson Gives You: 
AMAZING ECONOMY of gasoline and oil. Owners 


report greater economy than in any other car they ever 


owned. Top horsepower per pound of car weight, too— 
and smoothest power. 


MORE ROOM < all around, for both passengers and 


luggage—full 3-passenger comfort in every seat, even 
in the lowest priced Hudsons. 


WORLD’S SAFEST STOPPING with Patented 
Double-Safe Hydraulics—finest Bendix Hydraulics with 
mechanical emergency brake working automatically 
from the same foot pedal. Easiest acting hand brake 
for parking. 


EXTRA PROTECTION with Auto- Poise Control 


(patent applied for)—helps keep wheels straight even 
when a tire blows. No other car has anything like it. 


UNMATCHED COMFORT with seat cushions of 
Airfoam—a revolutionary new material of wonderful 
softness. Standard in many models; available in all. 


EASIER SHIFTING with new mechanical Handy 
Shift at the steering wheel; front floor clear of gear and 
brake levers. Standard in all passenger models. 


ADDED SAFETY with new Dash-Locking Safety 
Hood—wind can’t blow it open; and when your car is 
locked nobody can raise the hood. 


Weather-Master Fresh Air and Heat Control available 
in all models at slight extra cost. 


‘ur MUDBSON 


TWO NEW HUDSONS 
AT NEW LOW PRICES 


SSarling Among 
AMERICA’S LOWEST 


O90 


*delivered in Detroit, equipped to drive; 
including Federal taxes, not including state 
and local taxes, if any. Low time payment 
terms, with new Hudson-C. L T. Plan. 
Prices subject to change without notice. 
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An Analysis Of F.H.L. B. Lending Policies 


T IS an obvious fact that the Fed- 
eral Home Loan Bank System 
does not measure up to what its 

founders and present-day adminis- 
trators have represented it to be. 
Searcely a speech in the Congress 
of 1932 which established the system 
and scarcely a speech or pronuncia- 
mento of the members of the Fed- 
eral Home Loan Bank Board or of 
the lesser lights of the system failed 
to picture the Federal Home Loan 
Bank as a central bank, fully com- 
parable in that respect with the 
Federal Reserve Bank in the com- 
mercial credit field. 

This practice of favorable com- 
parison with the central bank of 
the Federal Reserve System plainly 
sought to give the Federal Home 
Loan Bank a prestige and recognized 
place in the long-term home-loan 
scheme like that attained by the 
Federal Reserve Bank in its field. 
The factual basis for this claim for 
recognition is, I believe, very slim 
indeed. 

A central bank is not necessarily 
the oldest bank in the country, or 
the largest, or the one most cen- 
trally located, although such char- 
acteristics may promote its prestige 
and efficacy in performing its func- 
tions. Its essential features reside 
rather in its relations to the other 
banks and to the government. 

The central bank may be owned, 
in whole or part, by the member 
institutions, but this is not essential. 


By RAY B. WESTERFIELD 


Director, Tradesmen's National Bank 
President, First Federal Savings and Loan Assn. 
Professor of Economics, Yale University 
all of New Haven, Conn. 


In Canada, the central bank is 
owned by the Government; In Eng- 
land, by private individuals; and in 
the United States, by the member 
banks. 

According to tradition, theory, 
and general usage, the central bank 
should have a monopoly of note 
issue. It should be the reserve de- 
pository of the banks of the country. 
It should be the lender of last 
resort, being obligated to lend in 
emergencies and to support the 
market when the public welfare 
requires; it should be the Govern- 
ment depository and fiscal agent. It 
should shoulder the responsibility of 
credit control, maintaining a supply 
of funds sufficient to support the 
volume of legitimate trade and 
placing a check on any tendency to 
speculation based upon over-expan- 
sion of credit, preventing inflation 
and deflation, directing credit to 
this or that industry or area, stabil- 
izing the price level and foreign 
exchange rates, promoting recovery 
and forefending against recession 
of business activity. 

This credit control is supposed to 
be effected through several devices, 
such as manipulating the discount 


rate, rationing credit, buying and - 
selling securities in the open mar- 
ket, raising or lowering the reserve 
requirements of member institu- 
tions and manipulating the margin 
requirements of security loans. 

It is scarcely necessary to say that 
in the long-term home-loan field 
the Federal Home Loan Bank has 
no right of note issue. It carries the 
cash reserves of member institutions 
or of the Government to a pitifully 
small extent. It shoulders little 
responsibility, if any, to lend in 
emergencies, to support the market, 
to control the credit supply, to 
stabilize the price of homes, build- 
ing supplies and labor, and to pro- 
mote economic recovery or to pre- 
vent recession. It makes no pretense 
at credit control through manipulat- 
ing its interest rates, or dealing in 
securities, or varying reserve or 
margin requirements. Any in- 
fluence it exerts comes through the 
fact that these banks make short- 
term and long-term loans to mem- 
ber institutions. It is for this reason 
that I propose to examine the lend- 
ing policies and practices of the 
Federal Home Loan Banks, and to 
determine whether, even in these 
respects, these banks qualify as 
central banks. 

When the Federal Reserve System 
was instituted in 1913, it was de- 
cided to establish a regional system, 
with twelve banks somewhat auton- 
omous but subordinated to and con- 
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Dr. Westerfield has been variously described as a “practical econo- 
mist” and a “banker with vision”. “Vision” he unquestionably 
posseses. “Visionary” he most certainly is not—as this practical dissec- 
tion (based on exhaustive first-hand study) of actual Federal Home 
Loan Bank practices will testify. If his provocative statements stir 


you to argumentative response, 


the editors will welcome your 


letters. The analysis will be concluded in the August issue. 
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A Few Important Staternents By Dr. Westerfield 


1. In the long-term, home loan 
field the Federal Home Loan 
Bank has no right of note issue. 


2. It carries only a pitifully 
small proportion of the cash re- 
serve of member institutions. 


3. It shoulders little respon- 
sibility, if any, to lend in emer- 
gencies; to support the market; 
to control the credit supply; to 
stabilize the price of homes, 
building supplies, and labor; to 
promote economic recovery; or 
to prevent recession. 


4. It makes no pretense at 
credit control through manipu- 
lating its interest rates, or deal- 
ing in securities, or varying re- 
serve or margin requirements. 


5. Whereas the Federal Re- 
serve Board gained in power 
and control over the 12 Federal 
Reserve Banks and their mem- 
bers, especially by the legisla- 
tion of 1932, 1933, and 1935, the 


Federal Home Loan Bank Board 
has shown little interest in exer- 
cising its legal authority over 
the Federal Home Loan Banks 
and their members, and has 
made a modicum of progress in 
that direction. 


6. The 12 Home Loan Banks 
have been allowed largely to go 
their own ways and to develop 
different theories and practices 
in lending and other activities. 


7. Little progress has been 
made in developing a common 
philosophy of central banking in 
this branch of credit. 


8. The natural field of the Fed- 
eral Home Loan Bank System 
has been split longitudinally, 
and large parts have been 
seized by the Home Owners’ 
Loan Corporation, the National 
Housing Administration, the Fed- 
eral Housing Administration, and 
the R.F.C. Mortgage Corporation. 


9. Pressure by the local Fed. 
eral Home Loan Bank's officers 
against outside borrowing, that 
is, borrowing from correspond- 
ent banks, may thwart the best 
management of the member in- 
stitutions, for it is embarrassing 
for a Federal Home Loan Bank 
to have its member institutions 
find better service at the com- 
mercial banks than at the Fed. 
eral, and in addition to this the 
Federal suffers a loss of income. 


10. If the Federal cannot or 
will not make its loan service 
worthwhile to the members, it 
can resort to other investments, 
and thereby assure its livelihood 
when members do not procure 
advances from it sufficient to 
cover its expenses. 


11. For the last four years, the 
Federal System has kept its 
“short-term” rates above the 
market, and has made borrow- 
ing from it a penalty in inter- 
est rates. 
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‘trolled by the Federal Reserve 
Board sitting in Washington. This 
regional pattern was followed by 
Congress in 1916 when the Federal 
Farm Loan System was instituted, 
in 1923 when the Federal Inter- 
mediate Credit Bank System was 
founded, and in 1932 when the Fed- 
eral Home Loan Bank System was 
created. In each system, there are 
twelve regional banks, and a cen- 
tral control board in the National 
Capitol. 

It is a notable fact, however, that, 
whereas the Federal Reserve Board 
gained in power and control over 
the twelve Federal Reserve Banks 
and their members, especially by 
the legislation of 1932, 1933, and 
1935, the Federal Home Loan Bank 
Board has shown little interest in 
exercising its legal authority over 
the Federal Home Loan Banks and 
their members and has made a 
modicum of progress in that direc- 
tion. The twelve banks have been 
allowed largely to go their own 
ways and to develop different 
theories and practices in lending 
and other activities. The student is 
perplexed and even amused at the 
multiplicity of views and methods 
prevailing in the twelve banks. 
Quite plainly, little progress has 
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been made in developing a common 
philosophy of central banking in 
this branch of credit. The Federal 
Home Loan Bank System has not 
found itself—it is floundering in the 
morass’ of local autonomy and in- 
decision, and, as I see it, failing to 
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function in the big way that is open 
to it. 

Moreover, its natural field has 
been split longitudinally and large 
parts have been seized by the Home 
Owners’ Loan Corporation, the Na- 
tional Housing Administration, the 
Federal Housing Administration, 
and the R. F. C. Mortgage Corpora- 
tion. And the policies and activities 
of these competitors tend to obfus- 
cate and, to a considerable degreee, 
defeat the proper operation of the 
Federal Home Loan Bank System.* 

It is the practice of commercial 
banks to establish for their custom- 
ers lines of credit, that is, the board 
of directors authorizes the loan 
officer to let a named customer have 
such loans as he may wish, in such 
sums and at such times as he may 
ask, within a certain period, up toa 
designated amount, to run for spe- 
cified times, at rates of interest 

*With a view of helping to deter- 
mine the lending policies and practices 
of the Federal Home Loan System, 4 
questionnaire was sent to the twelve 
banks; responses were received from 
eight of them, those not responding 
being the banks at Winston-Salem, 
Des Moines, Little Rock, and Topeka. 
My statements will, therefore, apply 
to the practices and policies of the 
eight banks that were co-operative 
enough to reply to my questions. 
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named, and upon designated condi- 
tions concerning indorsers or col- 
lateral security. The customer is 
informed of the amount and other 
terms of this line of credit, and 
clothed with this assurance from his 
bank, he plans his business opera- 
tions and makes his commitments to 
his customers. 

The Rules and Regulations of the 
Federal Home Loan Bank Board 
state, with respect to “Lines of 
Credit”, as follows: 

“The board of directors or execu- 
tive committee of each bank may 
establish a line of credit for each 
member. To encourage members to 
make greater use of the bank’s 
facilities, the line of credit shall be 
the maximum that can be extended 
with safety, not, however, in excess 
of the member’s ‘borrowing capac- 
ity. Within the lines of credit so 
established, the executive officers of 
each bank may make advances to 
such members (subject to compli- 
ance by the member with all legal 
requirements), but a report of 
advances so made shall be sub- 
mitted at the next meeting of the 
board of directors or executive com- 
mittee of the bank, whichever 
meets first. Lines of credit shall be 
reviewed at least annually by the 
board of directors or executive com- 
mittee of each bank, and shall be 
revised when necessary. Lines of 
credit shall lapse at the end of 
twelve months from the date 
authorized, if current information 
regarding the condition of the 
member is not available, and 
thereafter no advances shall be 
made except upon the _ specific 
approval of the board of directors 
or executive committee of the bank. 
In establishing a line of credit for 
a member, the board of directors or 
executive committee of the bank 
may indicate the amount thereof 
that may be advanced without 
pledge of collateral.” 

The same section of the Rules and 
Regulations also defines the “Bor- 
rowing Capacity” of each member 
as “the total amount for which the 
member can legally, obligate itself, 
or 50% of its net assets, whichever 
is lower.” 

I find that the Federal Home Loan 
Banks all make use of the permis- 
sion to establish lines of credit for 
their members; but there is a vari- 
ance of practice and definition. 
Whereas the Board states that the 
“line of credit shall be the maxi- 
mum that can be extended with 
Safety, not, however, in excess of 
the member’s ‘borrowing capacity’,” 
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the Boston Bank adds that “the 
actual loan must take into consider- 
ation other factors at the time the 


application is received,” which 
clause obviously defeats the very 
nature of a line of credit. 

The Pittsburgh Bank defines the 
line of credit as “the maximum 
amount which may be loaned under 
extreme emergency”; in other 
words, it is defined as the equiva- 
lent of legal limit of what the bank 
may lend and the determination of 
the line is a prefunctory matter. 

The Portland Bank defines line of 
credit as “the maximum amount 
which the member may borrow 
from this bank,” a _ conception 
which, while not greatly violating 
the nature of “line of credit’, 
nevertheless seems to mean that the 
board of directors will grant no 
more on occasion than the loan 
officer can do. 

The use made of the line of credit 
by the banks also differs. The Bos- 
ton Bank determines the lines for 
the use of the loan officers, and 
within the established lines, certain 
information is given to the member 
institutions; in fact, each member is 
notified of the exact dollar amount 
of its line. At the Banks in Pitts- 
burgh, Chicago, and New York the 
lines of credit are for the use of 
the bank’s officers only, and mem- 
bers are not informed of their lines. 

The Bank at Cincinnati does not, 
as a general thing, hesitate to advise 
its members of their respective 
lines, but in some few cases of 
especially restricted lines the mem- 
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ber is not advised unless a discus- 
sion of its credit requirements is 
involved. The Indianapolis Bank 
does not ordinarily advise members 
of the line fixed for them; conver- 
sations and correspondence with 
them relative to advances are “kept 
in general terms rather than def- 
inite amounts which could be said 
to be commitments by the bank; 
occasionally, in unusual circum- 
stances, a definite commitment is 
made.” 


The disparity of practice in the 
use of lines of credit and differences 
of definition indicate a confusion of 
mind as to what lines of credit are 
for. Surely, if the objective of the 
board stated in its regulation is to . 
be realized, namely, “to encourage 
members to make greater use of the 
facilities’, the members should be 
definitely and freely informed of 
the amount and character of their 
respective lines of credit, and the 
bank should shoulder the respon- 
sibility of a real commitment, and 
not be utterly conservative and heap 
all the risk of business upon the 
member institutions. 

The top figure for a line of credit 
is the maximum amount which the 
bank may loan. This is set by the 
Federal Home Loan Bank Act, Sec- 
tion 10 (4) (c): “At no time shall 
the aggregate outstanding advances 
made by any Federal Home Loan 
Bank to any member exceed twelve 
times the amount paid in by such 
member for outstanding ‘Bank’: 
capital stock held by it.” Each 
member is required by Section 6 
(c), to hold “Bank” stock equiva- 
lent to 1% of the unpaid principal 
of the member’s home mortgage 
loans. If the member buys stock in 
excess of this legal minimum in 
order to increase its borrowing 
capacity, it sacrifices some earnings, 
because the dividend paid on the 
stock is lower than the rate earned 
on mortgage loans into which the 
member might otherwise put the 
funds. 

The maximum amount of stock 
bought is thus likely to be the 
minimum required by law, and the 
“Bank’s” power to lend is thus 
severely limited, and there is no 
power accorded to the authorities 
to stretch this limit even in emer- 
gencies. It means that if the bank 
intends to be of any use to its mem- 
bers in emergencies, the lending 
power must, in considerable degree, 
remain unused during normal 
times. It thus becomes impossible 
for the Federal Home Loan Bank 
to play a large role as a source of 
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funds for the current operations of 
its members. 

These banks are doomed to be in- 
conspicuous in meeting the demand 
for mortgage funds in our country. 
At present, they are lending only 
about one-seventh as much as they 
might. The total advances by the 
twelve banks on December 31, 1938, 
were $199 millions whereas, the 
total volume of home mortgages 
outstanding in our country was 
around $17,500 millions. The maxi- 
mum possible amount which they 
could theoretically have loaned to 
members was twelve times their 
capital, or slightly less than $2 bil- 
lions. 

“Each Federal Home Loan Bank 
is authorized to make advances to 
its members, upon the security of 
home mortgages, subject to such 
regulations, restrictions, and limi- 
tations as the board may prescribe.” 
The board stipulated that the “bor- 
rowing capacity, for each member 
shall be the amount for which the 
member can legally obligate itself 
or 50% of its net assets, whichever 
is lower.” 

And it injected into Charter K, 
Section 8, under which the Federal 
Savings and Loan Associations 
operate, the limitation that “The 
Association shall have power to 
obtain advances of not more than 
an amount equal to one-half its 


share capital on the date of the 
advance”; and the Rules and Regu- 
lations governing the insurance of 
accounts have a similar provision 
governing the borrowings of mem- 


bers operating under state charters. 
This 50% limitation is altogether 
too severe. 

That the Federal Home Loan 
Banks are not helping, in anywhere 
near the degree to which the Con- 
gress intended, is evident from the 
extent of the authority to make 
advances. By law, any advance is 
subject to the following limitations 
as to amount: (a) If secured by an 
insured FHA Title II mortgage, the 
advance may be up to 90% of the 
unpaid principal; (b) If secured by 
amortized home mortgage for an 
original term of six years or more, 
the advance may be up to 65% of 
the unpaid principal; but not more 
than 60% of the value of the real 
estate; (c) If secured by any other 
home mortgage the advance may be 
up to 50% of the unpaid mortgage, 
but not more than 40% of the value 
of the real estate; and (d) If 
secured by Government obligations, 
the advance may be up to 100% of 
par value. In spite of these liberal 
maximum provisions, which express 
the extent of service the banks can 
give and the extent of the service 
which the Congress intended the 
banks should give, the board whit- 
tled it down to 50% of the mem- 
bers’ share capital, and the banks, 
by their so-called lines of credit or 
other restrictions, cut it further; 
for instance, the Boston Bank sets 
the line of credit maximum at 35% 
of the unpaid principal of the 
eligible mortgage loans. 

The volume of actual lending is, 
furthermore, reduced by the re- 
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strictions on the lines of credit for 
liquidity purposes; that is, by the 
amount of the line of credit the 
member is required to hold unused 
against the day of emergency. The 
banks differ in policy as to this re- 
striction. The general policy of the 
Cincinnati, Pittsburgh and Portland 
Banks is that members should not 
use more than one-half of their line 
of credit for expansion purposes, 
retaining the rest for future emer- 
gency purposes. The Los Angeles 
and Indianapolis Banks earmark 
approximately two-fifths of the 
line; the Boston Bank approxi- 
mately one-third. 


The New York Bank plan of con- 
trol may be used for illustration. 
There are exceptions to the general 
plan—it is not rigid. In general, 
the board of directors grades the 
members into classes A, B, C, D and 
E. To Class A members, officers are 
allowed to lend up to 35% without 
previous reference to the board of 
directors; to Class B members of- 
ficers may lend up to 25%. For 
Class E the line is 0%, and there 
are now about 50 members in that 
group. In other words, in case of 
members having 0% line of credit, 
every advance is by specific vote of 
the board. No portion of the line is 
specifically earmarked for liquidity 
purposes, but when approximately 
half of it is used, the bank slows 
down in granting advances and dis- 
courages further borrowing for ex- 
pansion purposes. 


In the light of the severe limita- 
tions on lending by the Federal 
Home Loan Banks to their mem- 
bers and on the capacity of mem- 
bers to borrow from these banks, 
one naturally asks whether the 
members can borrow from sources 
other than the Federal Home Loan 
Banks, that is, from the commercial 
banks, or say, the Savings and Loan 
Bank of the State of New York. The 
answer lies in Charter K, Section 8, 
which the Federal Home Loan Bank 
Board promulgated: ‘The associa- 
tion shall not have power to obtain 
advances from any source other 
than a Federal Home Loan Bank of 
more than an amount equal to 10% 
of its share capital on the date of 
the advance.” And in Section 301.10 
of the Rules and Regulations for 
Insurance of Accounts, which sets @ 
like restriction on state-chartered 
members. 


The members may not, however, 
in all the Federal Home Loan Dis- 
tricts, borrow under this 10% pro- 
vision without incurring the direct 


(Continued on page 409) 
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Quicker Signature Verification 


- 


A Signature and Stop Payment Department is required for this work in the 
world’s largest commercial bank, but the same routine and equipment may 
be used in smaller banks to speed up customer service-and increase protection. 


T IS most important to our depos- 
itors and to the bank that ex- 
treme care be consistently exer- 

cised in the examination of checks 
for verification of signatures and for 
stop payments. 

This becomes an important and 
perplexing operating problem when 
we endeavor to set up the proper 
machinery and routine to insure 
control of these internal functions, 
economically. 

For some time we carefully 
studied the method used in our Sig- 
nature and Stop Payment Depart- 
ment, with the view to providing a 
better control of the active signature 
cards. The function of this depart- 
ment is to handle all checks drawn 
by customers on our domestic 
ledgers received through the ex- 
changes, deposited by mail, or 
through the tellers’ windows. These 
checks are carefully examined to 
verify that they are signed in ac- 
cordance with authority on file, and 
further to ascertain that no stop 
payments have been lodged against 
them. 

Formerly, the signature and stop 
payment clerks were not separated 


By JOHN J. LENDRUM 


Assistant Cashier, The Chase National Bank 
of New York City 


from the othér divisions on this 
floor and the easy accessibility to 
this department by other clerks not 
only distracted the examiners from 
their work but minimized the con- 
trol over the signature cards. By 
changing some of the partitions and 
installing a wire grille, we provided 
the proper enclosure to make for 
more orderly, improved working 
conditions. 

A glass and metal door leads from 
the Signature and Stop Payment 
Department to the Signature Corre- 
spondence Department, providing 
quick accessibility for those depart- 
ments which are constantly refer- 
ring files, signature cards, and so on, 
to each other. Wickets were pro- 
vided in the grille, through which 
checks and letters are passed and 
deposited on a table within the en- 
closure, for verification of signa- 
tures and stop payments. Upon 
verification, they are passed back 
through the wickets, where they 


are picked up by the statement, 
bookkeeping, and various. other 
employees. In this way, only the 
regular members of the Signature ~ 
Department have access to the sig- 
nature files. . ’ 

Checks are sorted alphabetically 
and segregated by ledger section be- 
fore being passed to the Signature 
and Stop Payment Department. 
Only such clerks as are familiar 
with the signatures and stop pay- 
ments of a ledger section examine 
checks for the accounts of that sec- 
tion. Each check is examined twice 
by different clerks: first, for signa- 
ture verification, and for authority 
to sign in accordance with written 
instructions on file—and second, for 
stop payment. 

Since each clerk has his own 
ledger section and a definite exam- 
ination duty, he is responsible for 
the checks verified. Thus, definite 
responsibility is fixed in the event 
of the passage of an irregular item. 

Signature examiners familiarize 
themselves with the number of sig- 
natures required on each check and 
they must see that the signatures 
agree with the specimens on file. 


Grille and wicket is shown in upper right. Convenient door leads to the Signature Correspondence De- 
partment at the rear. At the near table, two examiners are verifying check signatures with signature cards. 


July, 1939 





All checks presented which are 
found to be irregular as to date, 
form, or in any other way, are re- 
moved from the batch of checks by 
the signature and stop payment 
clerks and a check substitution form 
is put in their place. These are 
passed upon by the officer in charge 
of the department and, if paid, a 
letter is sent to the customer advis- 
ing of the irregularity and request- 
ing a confirmation. This is recorded 
and checked upon receipt of the 
confirmation and the check is then 
forwarded to the Voucher Depart- 
ment. 

Hundreds of letters are received 
daily from various departments 
throughout the bank for signature 
verification. This work is arranged 
in the morning hours or in the late 
afternoon so as not to interfere with 
the examination of checks received 
in the exchange clearings. 

All notes and acceptances drawn 
by companies who do not carry 
accounts with us, whether they are 
charged against our customers’ ac- 
counts or otherwise provided for, 
are verified with the signatures 
previously filed with us and re- 
corded in a note register. Notes and 
acceptances drawn by our custom- 
ers who have accounts on the 
domestic ledgers are also examined 
for signature and stop payment and 
timed for maturity dates. 

All stop payment requests are first 
examined by the head or assistant 
head of the Signature and Stop Pay- 
ment Department and then passed 
to the clerks handling the ledger 
section affected. Here they are first 
recorded in the stop payment regis- 
ter and then on the current work 
sheet. The Unit Tellers and Certifi- 
cation Department are immediately 
advised of all stop payments for the 
current month. 

Should any checks be presented 
to the Unit Tellers or Certification 
Department which are not dated, 
or dated prior to the current month, 
they are immediately referred to the 
Signature and Stop Payment De- 
partment on the item. 

Written requests for stop pay- 
ment are checked against the cus- 
tomers’ statements by special clerks 
trained for this work in order that 
it be definitely ascertained that the 
check has not already been paid 
since the cancelled vouchers were 
last rendered. The customer is then 
advised accordingly. 

In order to provide efficient speed 
in signature verification we installed 
visible signature card files which 
provide an excellent control. The 
files occupy a space approximately 
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The Equipment Used 


1. Each signature card is 
placed in a visible pocket in a 
removable tray which fits into 
a visible file cabinet 12 feet long 
and 2 feet wide. 


2. When a card is taken out, 
a red circle warns the user of 
the fact. When a card is re- 
moved a removal card is made 
out which tells where the signa- 
ture card may be found. 


3. When resolutions or other 
special instructions are received 
regarding signature authority of 
an unusual nature, a special in- 
struction card is inserted on the 
back side of the pocket opposite 
so that it will be seen when the 
signature card is read. In addi- 
tion to this, a red signal is 
inserted in the visible margin 
along the side of the account's 
name, warning the examiner 
that there are important instruc- 
tions. 


4. In the case of bulky signa- 
ture booklets, or letter-size signa- 
ture books, which come in from 
a limited number of bank ac- 
counts and a few commercial 
accounts, these are placed in 
letter-sized cabinets and a sub- 
stitute signature card is filed in 
the visible file under the ac- 
count name indicating that the 
signatures are located in the 
vertical file. 


12 feet long by 2 feet wide and con- 
tain 270 trays, in which approxi- 
mately 18,000 signature cards are 
filed. Steel doors, recessed above 
the cards during working hours, 
drop down in front of the trays at 
night, securely locking them in. 
These trays are easily removed from 
the cabinets and taken by the ex- 
aminers to their desks, where the 
signatures are instantly accessible 
for verification. 

Each signature card has its own 
visible pocket, properly labeled 
with the name of the account on a 
title insert which is locked into the 
visible margin at the lower edge of 
the pocket. Our signature card fits 
into the pocket where it slips down 
behind the title insert and is held 
securely in the pocket by the 
corner slots, into which the upper 
two corners engage. 


One of the most important feat- 
ures of this modern type equip- 
ment is the ease with which the 
“out” cards can be spotted. As each 
card is withdrawn from the file, a 
small red circle appears at the bot- 
tom of the pocket, indicating that 
the signature card has been re- 
moved. By pulling out a tray, any 
red circles appearing are imme- 
diately visible. We make a daily 
check of all sections very quickly so 
as to account for all missing cards. 


When it is necessary to remove a 
signature card from the file a re- 
moval card is made out, indicating 
to whom the signature card is given. 
It substitutes in the pocket until the 
signature card is returned. This 
form is so designed that it does not 
interfere with the red circle “out” 
signal. 

Prior to installation of the new 
system, the loose signature cards 
were stored alphabetically in ver- 
tical position in multiple metal 
drawer cabinets. During the day, 
the box drawers of the cabinets are 
removed and placed on the tables 
for comparison while the checks 
were being examined. 

The top edges of the signature 
cards filed in this vertical manner, 
through constant handling, became 
torn and ragged; many of them be- 
coming worn down quite noticeably. 
Where more than one card was re- 
ceived for a single account, a rub- 
ber band was used to keep them to- 
gether, which practice also tended 
to mutilate the cards. When cards 
became extra shabby we wrote the 
customer requesting that a new set 
of signatures be lodged with us. 

Our new method affords us the 
important advantage of each card 
having its own individual pocket. 
This pocket absorbs the usual wear 
and tear on the signature card and, 
in addition, provides efficient speed 
of operation and ready accessibility. 

Under our old method, “removal” 
cards were placed in the files by 
members of the Signature Corre- 
pondence Department whenever 
signature cards were withdrawn for 
the purpose of making corrections, 
cancellations or additions 

We now have the red circle tell- 
ing us each day of the removal of 
the signature card and, even though 
a removal card was not filled out 
and inserted in the pocket in the 
place of the signature card, the title 
insert would show the name of the 
account, permitting us to get an- 
other copy from our duplicate file. 

A separate pocket is assigned to 
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1. Checks are sorted alpha- 
betically, and segregated by 
ledger section before being 
passed for signature verification. 


2. Only such clerks as are 
familiar with the signatures and 
stop-payments of a ledger sec- 
tion examine checks for the 
accounts of their section. 


3. Each check is examined 
twice by different clerks, first for 
signature verification and for 
authority to sign according to 
written instructions on file, and 
second for stop payments. 


4. Responsibility for verification 
is placed directly upon the clerks 
handling this work. 


each signature card when more than 
one is received for a single account 
and the card number is indicated on 
the title insert, definitely establish- 
ing its permanent location. Where 
resolutions or other special instruc- 
tions are received regarding signa- 
ture authority of an unusaul nature, 
a special instruction card is made 


Fraudulent C. D’s. 
Cause Huge Loss 


It’s a strange philosophy, or rather 
lack of it, which leads some men to 
live and act in the now only, with- 
out thinking about the inevitable 
tomorrow. They are so _ over- 
whelmed by being “king for a day” 
that they seldom think about what’s 
going to happen when it’s all over. 

One fellow, who had been a re- 
spected assistant cashier thought of 
tomorrow, only when it was too 
late. Reveling too much in the false 
glory of easy money and the 
drunken power of “getting away 
with it”, he thought of tomorrow 
only when seriously ill, and on the 
verge of suicide. 

By that time, he had embezzled 
over $400,000 from his bank by ac- 
cepting deposits and issuing spurious 
certificates of deposit. He was 
bonded for only $50,000 and his 
bank was forced to close. 

He operated in this manner: On 
accepting a deposit, he issued a false 
certificate. He kept a personal ac- 
count and a second account under 
a fictitious name in the bank. When 
any of the depositors presented cer- 
tificates of deposit he had given 
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The Routine Step By Step 


5. All checks presented which 
are found to be irregular, as to 
date, form, or otherwise, are re- 
moved from the batch of checks, 
and check substitution form is 
put in their place. 


6. These substitution forms are 
then passed upon by the officer 
in charge of the department and, 
if paid, a letter is sent to the cus- 
tomer advising of the irregular- 
ity and requesting a confirma- 
tion. 


7. Upon receipt of the confir- 
mation, the check itself is for- 
warded to the voucher depart- 
ment. 


8. Notes and acceptances 


out and is filed in the back of the 
pocket opposite the signature card 
and a red signal is inserted in the 
visible margin alongside the account 
name, warning the examiner that 
there are important instructions. 
In the case of bulky signature 
booklets, or letter-size signature 
books, which come in from a 


them, he drew money out of his 


personal or dummy account. Cer- 
tification of the accounts were issued 
on bank forms, but never on the 
bank books. 

He used the money in market 
speculation. He lost heavily, and 
continued to appropriate funds in 
an attempt to recoup these reverses. 
After operating for two years, he 
had a shortage of over a quarter of 
a million dollars. Then, probably 
through torment of his tardy con- 
science, he became seriously ill and 
was forced to remain at home. 

Not content with the damage he 
himself had already done, he drew 
another employee into the affair. 
He induced the man to take care of 
his customers when they called with 
certificates of deposit, instructing 
him to continue to make withdraw- 
als from his personal or dummy 
account. For his participation in 
the case, the other employee re- 
ceived a few thousand dollars as a 
loan to enable him to buy a home. 

The chief culprit returned to the 
bank to continue his peculations. 
Finally, after nearly three years of 
operation, the amount outstanding 
became so large and the embez- 
zler’s account so small that he 


drawn by customers are ex- 
amined for signature and stop 
payment and timed for matur- 
ity. e 

9. Stop payment requests are 
first examined by the head or 
assistant head of the depart- 
ment, and then passed to the 
clerk handling the ledger sec- 
tion affected. 


10. The clerk first records the 
item in the stop payment regis- 
ter, and then enters it on the cur- 
ren work sheet. 


1l. The unit tellers and the 
certification department are im- 
mediately notified of the stop 


payment. 


limited number of bank accounts 
and a few commercial accounts, we 
have found it advisable to continue 
to file these in letter size cabinets 
as before. A substitute signature 
card is filed in the visible file under 
the account name, indicating that 
the signatures are located in the 
vertical file. 


could no longer conceal his manipu- 
lations. 

He finally wrote a letter to the 
president of the bank in which he 
admitted his thefts. He threatened 
in the letter to commit suicide, but 
lost his nerve. He was apprehended 
and is now in the penitentiary. 

This case is a striking example 
of the necessity for a bank to care- 
fully control certificates of deposit. 
This man had complete control of 
these certificates as well as the rec- 
ords. No executive officer ever ex- 
amined a single certificate or 
attempted to audit the records 
during the entire three year period 
that he was destroying the organ- 
ization. 

Also, had that very important 
rule requiring every employee to 
take an annual vacation been en- 
forced, this loss would have been 
detected much sooner. Also, tellers 
should never be permitted to enter 
the bookkeeping department and 
bookkeepers should be barred from 
the tellers’ cages. If this man had 
not had access to the bookkeeping 
department, he would not have 
been able to make all the adjust- 
ments necessary to cover up his 
thefts —B. C. Stevens. 
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Lower Costs For Handling Payroll Cheeks 


A special type of payroll check avoids messenger robbery, congestion 
in the bank lobby and extra expense for surplus help on pay days. 


ANKS have gone far, under 

the pressure of recent years, in 

cutting down all manner of 
costs without unduly § sacrificing 
safety. To this economy, the re- 
search work of the American Bank- 
ers Association, of various state 
associations and of clearing house 
bodies, have contributed in no 
small measure. 

There is at least one subject, 
however, upon which a minimum 
amount of research has been done 
by the banks themselves, and yet 
which is directly or indirectly the 
source of a good deal of expense and 
* not infrequently of other consider- 
able problems—industrial payrolls. 

It is trite to recall that more than 
90% of business in the United 
States is done by check rather than 
in the form of cash. Banks them- 
selves are in large measure respon- 
sible for the very widespread use of 
checks, not only in business and 
personal dealing, but in payroll use. 
The circumstances which led up to 
the adoption of payroll check sys- 
tems is familiar to every banker. 
It had its roots in safety. 

Cash payrolls are by no means 
uncommon even tcday, and yet 
there is’ obviously nothing more 
readily conducive to the encourage- 
ment of hold-ups than regular cash 
payrolls. We have only to consult 
the daily papers for evidences of 
this sort. Here it may be a case of 
an industrial employee bringing 
the cash payroll from the bank to 
the office and being robbed and 
sometimes injured or even killed 
in the process. Again, it may be a 
large payroll which is involved. 
According to the American Bankers 
Association, in one six-month’s 
period, there were 205 payroll 
robberies resulting in the death of 
20 employees, the wounding of 40 
more, and a money loss of $1,856,- 
874. This alone would suffice to 
prove that the banks, in urging the 
use of checks for payroll purposes, 
have acted in the public interest. 

Even cash payrolls are not with- 
out problems to the banks. Not 
infrequently, in an industrial city 
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or town, there is considerable labor 
and expense in the money depart- 
ment, or in the bank generally, in- 
curred in making up cash payrolls 
for depositors. For the depositor, 
there is either the added expense 
of armored car transportation or 
the risk and expense of transpor- 
tation by some other means. It 
may be that for both bank and cus- 
tomer, added insurance charges will 
accrue, due to the peak handling of 
extraordinary sums of money. For 
the employee, there is the added 
risk of loss of cash, which he can- 
not recover. 


Laudable though the intentions of 
the banks have been in striving to 
eliminate the cash payroll hazards, 
it cannot be denied that the intro- 
duction of check payrolls has 


An Outline Of The Process 


1. Special checks are used 
which are difficult to forge, are 
non-negotiable except by the 
payee at a local store, and 
which are cashed only upon 
identification of the payee who 
carries an identification card 
bearing his signature. 


2. The merchants are informed 
as to the form of the check. 


3. The check states that the 
merchant cashing the check is 
insured against loss. 


4. The employee is protected 
against loss by insurance; a lost 
check is immediately replaced. 


5. It costs the bank much less 
to cash the checks which come 
in with the merchants’ deposits. 


6. It avoids pay-day conges- 
tion in the bank lobby. 


brought other problems. These 
problems do not have the same 
emphasis in all banks. 

There is one commercial bank, 
for instance, (and it probably has 
hundreds of counterparts) in which 
the problem is distinctly one of 
lobby congestion one day a week. 
The employees of a public utility 
are paid by checks drawn on that 
bank, and the office of the utility 
is next door to the bank. Friday 
is pay day, with the result that, 
from late forenoon until late after- 
noon the crush of utility company 
employees seeking to cash their 
checks, practically prevents the 
transaction of any other business on 
the bank floor. 

There is no way by which a bank 
can measure the precise cost of such 
a condition, but admittedly, service 
to all depositors is the aim of most 
banks and anything which inter- 
feres with that service cannot help 
being a source of irritation and a 
possible loss of business as a con- 
sequence. Further there is the pos- 
sible additional cost to the bank of 
putting on extra tellers to take care 
of the peak demand, which means 
either a direct outlay for additional 
help or the interference with other 
work which these individuals might 
be performing. 

More directly traceable are the 
costs in connection with the clear- 
ing of check items for payroll pur- 
poses. According to some interest- 
ing figures which we have seen, 
prepared by Driscoll, Miller & Co., 
the cost to a bank of checks drawn 
on itself and cashed at its own 
windows, is very much higher than 
any other type of item. So, if a 
bank supplies checks to an em- 
ployer, drawn on itself, and design- 
ed for counter cashing, that insti- 
tution must consider the cost of 
the checks themselves together 
with imprinting, the extraordinarily 
high cost of cashing, and the cost 
of posting. 

By process of education, many 
employers have been brought to the 
point where they are willing to 
bear at least a portion of such costs, 
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either as a special service charge 
or through compensating balances. 
But unless a bank is well prepared 
with a thoroughgoing analysis of 
its costs in this connection, it may 
still find that the operation, how- 
ever desirable to customers and to 
the communities, is a costly one for 
the bank. Some attention, then, 
might probably be given to any 
methods by which the community 
might still be supplied with ade- 
quate protection and the bank com- 
pensated for its costs and relieved 
of the bugaboo of lobby congestion. 
The problem may be just as diffi- 
cult in a small bank as in a large 
institution, particularly since today 
the use of payroll checks has been 
extended to smaller industries and 
even to argicultural enterprises. 
In an attempt to ascertain 
whether there is such a solution, 
which would be acceptable to 
banks, to employers, and to em- 
ployees alike, we have been greatly 
interested in the case of a large 
cotton mill in a moderate-sized city 
in the South. For years, similar 
New England mills had paid their 
employees by check, and it was de- 
termined by the management of 
this particular mill that their em- 
ployees were also entitled to the 
safety of payroll checks. When the 
matter was broached to one of the 
banks, however, the institution re- 
alized at once the expense and the 
inconvenience to which they would 
be put by the adoption of such a 
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system. The proposal to pay by 
check was met with the simple 
statement from the banker “Fine, 
we'll have to charge you five cents 
per check for handling.” Obviously, 
with several thousand employees 
being paid weekly, this was a 
charge which the mill management 
felt impossible to assume and they 
cast about for some method which 
would satisfy the bank and still 
permit them to extend the advan- 
tages of pay-by-check. The result 
was the adoption by the mill of the 
“ABC Check Payroll System.” 

Upon receiving an explanation of 
this system, the bank withdrew its 
charge requirements, for clearing 
the items. Those elements of the 
system which led to this conclusion 
are simple and best stated in terms 
of actual results: 

First, less than 1% of these pay- 
roll checks are now cashed at the 
bank. Rather, they are cashed by 
the merchants in that town and in 
the surrounding towns where the 
employees live and trade. The 
merchants are not only willing, but 
glad, to undertake this service, be- 
cause the checks themselves are dis- 
tinctive and practically impossible 
of forgery. They are non-negoti- 
able except by the payee himself, 
for he must present with his check, 
an identification card. bearing his 
signature attested by an authorized 
officer of the employer company. 
The merchants know (it is boldly 
advertised on the face of each 


check) that they are insured against 
any losses which they might incur 
in the cashing of such checks. The 
employee is also insured, in that if 
he loses his original check it will 
immediately be replaced. 
It may well be asked how mer- 
chants can be informed and their 
support obtained in such a matter. 
. The answer to that is simple, for 
the company which sponsors the 
ABC Check Payroll System under- 
takes to secure the cooperation of 
the merchants on behalf of the em- 
ployer, the employee, and the 


(Continued on page 419) 














































































































































































































































We Taught Our Customers How To Borrow| 





The timid customer and the one who has never made 
a bank loan is easily reached by this practical plan. 


ELIEVING that more loans 

might be obtained if more 

people understood exactly how 
to borrow, the Union and New 
Haven Trust Company, New Haven, 
Connecticut, devised a borrower’s 
guide. 

In order that the method used 
may be more clear, the chart which 
is the feature of this borrower’s 
guide is reproduced on this page. 
The top row in the chart indicates 
the types of loans made. The second 
line helps to interpret the different 
types in terms of size of loan. 

The period over which such loans 
may be extended is shown next. 
Then, a further interpretation of 
the different types of loans is given 


by indicating the purposes for 
which money is borrowed under 
each head. 


Perhaps one of the most impor- 
tant features of this borrower’s 
chart is the next line on which the 
prospective borrowers are told the 
names of those officers with whom 
they should talk to obtain the type 
of loan desired. This is important 


By SHELDON L. STERLING 


Assistant Treasurer, Union and New Haven 
Trust Co., New Haven, Connecticut 


because it makes a person who has 
never borrowed before, feel that he 
knows exactly what to do, and just 
who to see. He walks into the bank 
with more confidence, and is more 
likely to do the right thing. He 
does not need to be shifted around 
from one person to another, but 
goes directly to the officer who has 
authority to discuss the type of 
loan he wants. 

The routine is then described, in- 
dicating the information to be sup- 
plied to the bank, the security if 
any, and the customer is then told 
when a decision may be expected. 

On the last line, the rate of 
interest charged for the various 
types of loans is shown in black 
and white. 

There are no questions that are 
not answered, except the question 
as to whether the prospective bor- 
rower can qualify or not. 


As further explanation of this 
chart, the bank publishes on other 
pages of the small folder (which by 
the way is a monthly publication 
called The Journal), a discussion 
of the borrower’s guide which is 
reproduced as follows: 


“Tet us all be happy and live 
within our means, even if we have 
to borrow the money to do it with.’ 


“We quote the foregoing from 
Artemus Ward partly because this 
example of pre-Civil War humor 
might have been written only yes- 
terday. But we particularly like it 
because it is one of the compara- 
tively few old saws relating to 
borrowing and lending which are 


not pitched in a grim key. 
“For example, Proverbs 22:7 
says, ‘The borrower is servant to 


the lender.’ Benjamin Franklin, 
noted for his worldly wisdom, | 
struck a similarly pessimistic note: 
‘He that goes a borrowing goes a | 
sorrowing.’ Polonius,. warning us | 
neither to borrow nor to lend, lest | 
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Borrower's Guide to ARRANGING A Loan at The Trust Company 


When you want 


A Mortcace Loan 


From $1,000 up 
(Average is about $4,000) 


@.On demand: 5% yearly amorti- 
zation 

6. We help arrange 20-year FHA 
mortgages 


To build a house 
To buy a house 
To refinance a mortgage 


Mr. Freda or any other Commercial 
officer at the Main Office; at the 
Hamden Brancn, to Mr. Somers 


You apply 
bo 


You fill out an application giving 


WHEREUPON— | 6. details 


The property to be financed 


Security 


In a few days to a week or so ac- 
cording to the circumstances 


You can expect 
@ decision 


And the rate 
ebarged will 
be 


Current rate 5% with 5% annual 
amortization 
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30, 60, or go days 


To put goods on your shelves, buy 
raw materials, and for other busi- 
ness needs 


You explain your situation and 
furnish financial statement 


Your signature backed by your 
credit record 


In most cases, the same day 


The current rate for such loans 


When you want When you want 


a Aw Inpirect Loan 


(Discounting the note of another) 


In any amount In any amount 


30, 60, or go days 


To have the immediate use of money 
owed to you 


Messrs. Lyman, Gaillard, Kennedy, Stirling, and Burdge at the Main Office; 
at the Brancu in Hamden, Messrs. Somers and Pratt 


Assuming we have your own state- 
ment, you furnish information as 
requested concerning signer of the 
note offered 


Your endorsement 


In most cases, the same day 


The current rate for such loans 





with privilege of renewal 


To raise capital for special purposes 


Preferably, marketable 


The current rate for such loans 


When you want When you want 


A Personat 


A Coutaterat Loan 
Instatment Loan 


In any amount From $100 to $1,000 


Ordinarily, 1 year; for new auto- 
mobiles, up to 18 months; FHA, 
up to 3 years 


30, 60, or go days 


For any sound purpose: including 

modernization, purchase of 
new automobiles and other standard 
articles 


Messrs. Stirling, Bu , and Cur- 
tiss, Jr., at the Main ice; at the 
Brancu in Hamden, Messrs. Somers 
and Pratt 


The law requires a signed statement 
as to whether such loan is made to 
carry securities 


You fill out an application in detail 


Character and earning power; col- 
lateral or cosigners sometimes re- 


stocks and bonds quired 


§% per year discount 
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The Valley National Bank, Phoenix, Arizona, has made a sys- 


tematic study of the cost of making and servicing each type of 
installment loan, and is now using this information to further 
the efficient operation of the installment loan department. 


ment of the installment loan 

department in our bank, much 
thought is now given to the matter 
of establishing an accurate basis for 
computing the cost of making and 
handling each individual type of 
loan within that classification. The 
installment loans are now so varied, 
including not only personal loans 
and automobile purchase financing, 
but also a great many types of con- 
struction and household equipment 
loans, that it is considered very 
necessary to establish a cost base, 
or pattern, applicable to each case. 

The need for such a cost pattern 
is very apparent, because, for one 
thing, there is a considerable varia- 
tion in the expense of handling the 
principal types of installment loans. 
To take one very glaring illustra- 
tion, our cost of making and serv- 
icing Class 3 new construction loans 
under the Government Moderniza- 
tion Program is at least seven 
times that of handling the average 
Class 1 modernization loan and 
almost five times that of handling 
the average home appliance loan, 
and more than twice the cost of the 
average automobile loan. 

While the handling charges for 
the principal types are now well 
standardized, yet the need of estab- 
lishing a cost base is none the less 
important. Aside from the fact that 
the basic cost figure can be applied 
to excellent advantage in building 
up the service facilities consistent 
with the relative cost base, much 
can also be accomplished in the way 


y VIEW of the rapid develop- 


By CARL A. BIMSON 


Assistant Vice President, Valley National 
Bank, Phoeniz, Arizona 


of extending the installment loan 
feature to include special types of 
household equipment not ordinarily 
included. The cost base can also be 
applied to excellent advantage in 
granting special accommodations to 
the bank’s customer’s, such as in 
lengthening the terms of repayment 
when, under certain circumstances, 
it becomes profitable to do so. 

The head of the installment loan 
department is now and then faced 
with the situation of an individual 
or company requesting some special 
arrangement, which may cover the 
discounting of notes or contracts for 
the purchase of new equipment or 
modernization of old equipment. 
Under such circumstances, a bank’s 
standard plan of financing may not 
completely fit the needs or desires 
of the customer, and it is necessary 
to work out a special arrangement. 
This must conform to the bank’s 
policy as well as returning a desired 
profit on the transaction. By merely 
applying the cost yard stick to fit 
the case, it is possible to very quick- 
ly arrive at a fairly accurate figure 
as to the cost of handling such a 
transaction to maturity. With this 
figure in mind, the adjustment of 
carrying charges or discount to de- 
termine a desired net earning to the 
bank can easily be arrived at. 

Naturally, all banks as well as 
finance companies, have certain 
standard terms on which they 


finance various transactions. They 
are, however, from time to time ap- 
proached with suggested plans of 
financing not definitely falling into 
a classification in which terms have 
been previously established, and an ~ 
entirely new schedule of terms must 
be worked out in relation to the 
size of the obligation and the month- 
ly payment to be made. These 
terms, in some instances, may ex- 
tend repayment beyond the ordinary 
limits, in which instances, the cost 
base can be used to prorate the 
charge for the additional accommo- 
dation. 

In making any special loan, it is 
necessary, of course, to consider not 
only the handling costs and the 
credit conditions, but also the fac- 
tor of maintaining proper maturities 
in relation to the bank’s other in- 
vestments. 

In arriving at the cost base, it is 
necessary to have reliable operating 
figures covering not only the entire. 
installment loan department but the 
actual handling of each type of loan. 
In this respect, the Valley National 
Bank has been most fortunate, in 
that the installment loan department 
is operated as a separate unit, with 
its own quarters, the rental of which 
can be charged accurately, and with 
it’s own personnel of officers, 
tellers, and clerks. 

It is sufficient to say that the 
present arrangement has proved 
most practicable, particularly from 
a customer service standpoint. The 
offices are located where applicants 
for loans can be interviewed in 





How The Costs By Type Of Loan Are Analyzed 


1. The cost for each $1,000 
unit of installment loan volume 
is determined, based on the 
total operating cost of the de- 
partment. 

2. The number of payments 
handled per year by each teller 
is determined. 
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3. The number of loans per 
interviewing officer is recorded. 

4. The cost of advertising is 
computed in relation to the dol- 
lar amount, showing the per- 
centage of gain or loss in pro- 
portion to gain or decrease in 
the departmental expense. 


5. The gross profit for each 
period of operation is compared 
with previous periods. 

6. An estimate is made of the 
liquidity of the outstanding loans 
in relation to the savings and 
demand deposit accounts. 
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This same analysis was ture, certain items receive special 
made for each type of loan, consideration. First, the cost for 

a and on the whole, this each $1,000 unit of installment loan 

method has been found to volume is determined, based on the 

be very accurate, when total operating cost of the depart- 
wed the study covers several ment. The number of payments 
~~ a "Iy daddy , representative months. handled by each teller throughout 
a Certonal B In the survey of the the year is also considered. 
aecainitiailetiah yearly operating expendi- Other items of information noted 
are: 
Actual number of loans made. 
The number of employees han- 
dling the loans, 

Maintai : The number of loans per loan 
officer in one month (this survey is 
made every six months), 

The cost of advertising in relation 
to the dollar amount of loans, show- 
ing the percentage of gain or loss in 

—— for the Personal Loan proportion to gain or decrease in 

which we will use to pay the the departmental expense. 

Another important item 
is the gross profit for each 

JAN period of operation, this 

cone eens . mt ove being compared for sim- 
oe ~" ilar previous periods, and 
a taken in relationship to 
any increases 

NINETEEN FRIENDLY loctor jums. d " in the cost of 
one fg operating the 

privacy, and —— - , ; / department. 
there is the 7 .* rod Pp Finally, an es- 
added advan- riendl | , -” ‘ timate is made 
tage that the a " of the liquid- 
clerical staffs / i ‘ ity of the out- 


are located at po ery ay " standing loans 


the interview- nactioan ’ f . . to have my dental work in relation to 
ing offices. The es the savings 
tellers are 
housed in a de- 
partment with a 
street entrance, where installment 
payments are accepted later than 
the customary banking hours. 

It is important, that a bank know 
what size loans can be made prof- 
itably and within what maturities 
these loans must fall, to prevent the 
cost of servicing them from eating 
up all the profits which might have NINETEEN FR 
been obtained had shorter maturi- 
ties been adhered to. 

In making this estimate, the cus- 
tomary procedure is to sample 
groups of loans determining the 
dollar amount advanced in the Wateh toes 
months studied in relationship to 
the term and by each loan classifi- 
cation. For instance, it has been 
found from such a study of our files These are typical bem 
that F.H.A. modernization loans ee ee ee 
with a maximum maturity per- to “sell its installment loan 
mitted by the Government of five services. Notice how the rea- 
years, fall in the following matur- sons for wanting installment 


sos ‘ : ; loans can be dramatized and 
ities as to dollar amount invested: “brought home” by means of 
months maturities............. -26% 


 ceeetins aeeiendeh = son situations common to the aver- 
0 § OB. - ee eee eee ese De iw" . 
months maturities............. 5.66% oye family. Note also how each 
months maturities............. 10.87% individual advertisement car- 
ON os thar ccs nelle alla Rope ries the continuity of a promi- 
MOnthMS Maturities... .. 2... ee eae 20.4 € . 
months maturities............. 5.62% nent signature and trademark— “ 
months maturities also how each one reminds the reader of the bank-sponsored radio programs. 
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‘traveling expenses !” 
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.... Lcould not have 
finished college, except 
for that Personal Loan.” 


Would a Personal Loan Help Your 
Son or Daughter to Finish College ? 
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and demand deposit accounts. 

In making this estimate, the cus- 
tomary procedure is to “sample” 
groups of loans, determining their 
liquidity on the basis of past col- 
lection experience, with due con- 
sideration of current and closely 
anticipated conditions. On the whole, 
this method has been very accur- 
ate. 

Frequently installment loans are 

not considered as being liquid as- 
sets of a bank. This is particularly 
true of those institutions which have 
not made a careful study of the 
rapidity with which such loans will 
be repaid under normal circum- 
stances. In our bank, we make 
F.H.A. modernization loans for both 
modernization and new construc- 
tion under Class 2 and 3, automobile 
Joans, personal loans, equipment 
loans, as well as modernization 
joans under our own plan, where 
such loans do not meet the require- 
ents of F.H.A. 
With our maturities varying from 
six months to 84 months, it is im- 
portant that we know, theoretically 
at least, how much will be collected 
back in any given period, so as to 
adjust these maturities in relation 
ith our other investments and 
bther loans in our portfolio. The 
bercentage of loans outstanding at 
he present in our portfolio, which 
ill be repaid within a given period, 
ere we to discontinue making in- 
tallment loans at this time, may be 
f some interest. These are accumu- 
ative percentages: 
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umber of months Number of months 

from date : from date: 
6 months....48.37% 24 months .. .88.93% 
9 months....63.65% 30 months... .92.85% 
2 months....73.30% 36 months... .95.79% 








8 months... .83.39% 

















Of course, the knowledge of the 
eoretical maturities of the install- 
hent loans held in a bank’s port- 
lio has other advantages to the 
epartment head in that he can 
his estimates of personnel 
feds on a fairly accurate figure. 
is also more easily possible to 
djust the maturities of loan clas- 
cations to meet any given condi- 
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"up. |g Of terms by loan classification 

















placing more stress on the de- 
— of any business in certain 
elds. 

It will be noticed that in deter- 
ining the number of loans for 
ch officer during a single month, 
s is done semi-annually rather 
an for the full year’s operation. 
is fact is taken in relation with 
© growth of volume in any type 
loan. When the growth is pro- 
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gressive so as to require more loan- 
ing officers to handle the interviews 
the proper steps can then be taken 
to assign the men for this job and 
give them the necessary training, 
which usually requires some time. 
Hence, it is highly desirable to have 
this important information for a 
relatively shorter period of the de- 
partment’s operation. 

Each month a report of depart- 
mental expense and activity is com- 
piled showing the cost represented 
by the operation of the loaning divi- 
sion of the installment loan depart- 
ment for the current month. These 
costs represent rent, supplies, sal- 
aries, travel, postage, telephone and 
telegraph, advertising, insurance 
and miscellaneous costs. 

On the basis of this type of survey 
we have arrived at the figure of 
$2.15 as the average unit cost of 
making a loan in this department 
during the year of 1938. And we 
have prepared a chart showing the 
relative unit cost for each loan clas- 
sification. 

Thus, the cost of placing the aver- 
age modernization loan on our 
books, has been set at the basic 
figure of 1. In the case of home 
appliances, the basic cost is in- 
creased to 1% cost units for each 
loan. This is increased to 1 7/10 
for each personal loan, 3 for an 
automobile loan, and 7 for the Class 
3 modernization loans for new resi- 
dential construction. 

In addition, we have been able to 
figure the basic cost of each pay- 
off as 44 of 1% for each paid loan, 
basing this figure on the distribu- 
tion of rent, supplies, salaries, 
travel, postage, telephones and tele- 
graphs, advertising, legal, insur- 
ance and miscellaneous expense 
items. 

The number of loans made by 
each classification is compiled and 
multiplied by that loan’s basic fig- 
ure. In this manner, we are able to 
arrive at the number of work units 
performed during the month in the 
completing of loans put on the books 
by each classification. The total dol- 
lar amount of expense attributable 
to the loaning division divided by 
the total number of working units 
performed during the month gives 
us the unit cost for that month. The 
unit cost multiplied by the basic 
figure, namely, 1 for modernization 
loans and 1% for appliance loans, 
gives us a pretty accurate figure as 
to the cost of placing each of that 
type of loan on the books in the 
month studied. 

The cost for the payment division 





is separated from other costs of the 
department and consists of rent, 
supplies, salaries, postage, telephone 
and miscellaneous items. This fig- 
ure divided by the number of pay- 
ments received during the month 
gives us an accurate cost per pay- 
ment figure. 

The cost of handling delinquencies 
is arrived at as a separate item with 
the same expenses for rent, sup- 
plies, postage, telephone and sal- 
aries being computed together with 
regular expense in effecting collec- 
tion of delinquent accounts. This 
figure naturally has to be added to 
the cost of handling the collection 
of window payments. This item to- 
gether with all various items of 
expense in a given month and the 
division of this amount into the 
total dollar amount loaned gives us 
the cost per $1000 loaned for the 
month. Of course, it can be appre- 
ciated that these figures fluctuate 
monthly and can be used only as a 
base figure when averaged over a 
period of six months to a year. 


* Machines increase accuracy. 


By keeping a record of errors and 
speed, the machine operators in 
an Illinois bank have established a 
friendly rivalry which promotes 
good work. 


It is frequently important to let 
customers know that the policies of 
the bank are in the hands of the 
directors. 


Nothing facilitates the granting 
of a loan so much as to have all the 
facts together in one place where 
they may readily be weighed. 


Many a director could find new 
loans for the bank if he were encour- 
aged to feel that it is a part of his 
job. 


Cupidity has no place in the make- 
up of a successful banker, yet it is 
necessary to plan carefully so that 
the bank will make a profit from 
year to year. 


No loan officer can be justly 
blamed for loan losses if the direc- 
tors have carefully passed upon the 
loan before it is made. 


We are always glad, as editors, to 
receive letters embodying the ex- 
perience of our readers with any 
banking policy or method. 
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Sound Merchandising Creates Bank Loans 


Some dealers’ stores are hard to recognize, while others advertise their 
business effectively, and create loans for their co-operating banker. 


states, I took occasion to look 

for the dealers who sold sup- 
plementary feeds to farmers in each 
town that I visited. In some towns, 
he was easy to find; in others it was 
difficult to recognize his place of 
business. 

Because of this variation in the 
merchandising methods used by dif- 
ferent dealers, I questioned the 
local bankers as to the success of 
each dealer, and as to the co-opera- 
tion the bank received in the han- 
dling of loans for those livestock 
feeders who bought quantities of 
feed at one time . 

In the first town I entered, I 
drove up and down one business 
street after another, until all of the 
business district had been covered. 
“Apparently,” I thought, “there is 
no dealer in livestock feeds in this 
town.” At the moment, I was pass- 
ing a lumber yard. I stopped and 
inquired from the lumber dealer as 
to whether there was any business- 
man who sold special, supplemen- 
tary feeds for livestock growing. 

“Yes,” he said, “there is a man 
who sells feeds. You will find him 
in a little building back of the 
hardware store. You will have to 
drive into the alley to get to it.” 

I got the directions and drove 
into the alleyway, and eventually 
found the dealer. There was no 
sign on his “little building”, and 
when I entered the door, I saw no 
evidence of advertising of any kind. 
I inquired as to what brand of feed 
he sold, and he told me that it was 


oy A recent trip through three 


By J. V. TUTTLE 


made by a miller in a nearby town. 
When I inquired about his business, 
he said that it was not very good. 

“How do you get customers?” I 
asked. 

“Oh, one farmer tells another, I 
guess,” he said. 

“Do you ever go out through the 
country and call on various farm- 
ers, in order to interest them in 
your feeds?” was my next question. 

“No,” he said, “I don’t have time 
to do that. I have no one to leave 
in the store.” 

“How do they find you back of 
the hardware store?” I asked. 

“Well after they have been here 
once, they know where I am,” was 
his reply. 

“Do you ever do any advertising?” 

“Oh no,” he said, “I don’t have 
enough business for that.” 

“Why don’t you have a store on 
the main street where people can 
see your establishment?” 

His answer to that question was, 
“The rent is too much. I get this 
building for $10 a month, so I don’t 
have to sell very much feed in order 
to make expenses.” 

Quite a contrast to this was found 
in the very next town. This dealer’s 
place of business was easy to find. 
The front of the store was painted 
in a characteristic fashion, and as 
soon as I saw it, I knew, not only 
that this man sold supplementary 
feeds, but I knew what kind he 
sold. For the design on the front of 


the building was the same as th 
design on the well-known bags jy 
which the feed is shipped. 

When I inquired about his bugs. 
ness, he said that it was fine. Whe 
I asked whether he called on th 
farmers at their farms, he told m 
that he had two salesmen in th 
field constantly. His territory ey. 
tended over almost the whole coun. 
ty. He was getting new custome 
every day. His store was neat an 
clean. Advertising material wa 
neatly placed in various conspicuow 
places. The feeds themselves, we 
displayed in clean bags. Photo 
graphs of demonstration feediy 
tests that had been made were o 
the walls, and there were two farm 
ers in the store ordering feed. 

This man was a modern merchan 
diser. He didn’t wait for people } 
drive through a back alley to fin 
his place of business. He placed hi 
stock of goods in the most conspic 
uous location in town. He paint 
the front of his store to attra 
attention. He displayed those gooé 
in his window which farmers we 
constantly in need of buying. 

I asked this dealer if he had ar 
difficulty with credit. 

“None at all,” he said. “The be 
furnishes most of the money tom 
farmer-customers who do not ha 
the cash to pay for the feed whe 
they’re buying it. I have very fe 
accounts on my books. In fact, if 
man wants to buy feed, and has! 
the money, I suggest that he borr 
it from the bank. If the bank wi 


(Continued on page # 


These two stores are typical of those described by the author. They are effectively identified, efficiently laid out, and 
pleasing to the eye. They are indicative of their owners’ comprehension of sound merchandising principles. 
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How The Law Controls Trust Operations 


‘ 


V. When Trusts Are Taxable As Corporations 


By LAWRENCE R. BLOOMENTHAL 


Attorney and Tax Consultant, Chicago, Ill., and Des Moines, 


O LAW has ever beén enacted 
N by Congress which provides 

that trusts shall be taxed as 
corporations. Yet, in practice, some 
trusts are compelled to pay all fed- 
eral taxes imposed on corporations, 
while others pay taxes at the same 
rates as an individual. 

What might seem to be an arbi- 
trary discrimination is, in fact, a 
sound and eminently fair application 
of the distinction that has long been 
recognized between ordinary trusts 
and those organized for the purpose 
of carrying on a business. The only 
direct rules applying to the taxa- 
tion of trusts state that they shall 
be taxed on the same basis and at 
the same rates as an individual and 
that they shall be allowed certain 
additional deductions for distribu- 
tions to beneficiaries and charitable 
contributions. (2) 

However, the different treatment 
accorded business trusts is based on 
the interpretation of a sentence 
which has been re-enacted without 
change in every Revenue Act since 
1913. It is now known as Section 
901(2) of the Revenue Act of 1938 
and provides that: 

“The term ‘corporation’ includes 
associations, joint-stock companies 
and insurance companies.” 

Despite its continuous inclusion in 
the tax laws, no particular meaning 
has been assigned by Congress to 
the word “association” and the 
courts have had to work out their 
own definition. Except when state 
laws decree otherwise, two or more 
parties can join together in a busi- 
ness undertaking either as partners 
or as “associates.” Entering into a 
partnership has certain disadvan- 
tages, such as automatic dissolu- 


tion upon the death of a partner, 
that can be overcome by forming an 
“association” and conducting busi- 
ness in a form wery similar to that 
of a regularly organized corporation. 
The principal difference is that an 
association operates under a mutual 
agreement between the interested 
parties, instead of under a state 
charter. A typical organization pro- 
vides its members with centralized 
management, issues’. transferable 
shares of beneficial interest, and 
continues in existence for a stated 
period, despite the death or dis- 
ability of a member or the sale of 
his interest. 

Furthermore, it is generally pro- 
vided that there shall be no personal 
liability on the part of the trustees 
or shareholders for debts, contracts, 
or losses of the group. Instead of 
having an actual association with 
an artificial name, which can sue 
and be sued as a legal entity, it is 
permissable in nearly all states to 
transfer title to a trustee, who there- 
upon manages the property and con- 
trols the business just as a manager 
or the directors of an association 
would do. In all other respects (such 
as the issuance of shares, limitation 
of personal liability, and assuring 
the continuity of the enterprise) 
many of these business trusts are 
similar to ordinary unincorporated 
associations. 


(1) Sections 161 and 162 Revenue Act of 
1938. Deductions for contributions to char- 
ity have been discussed in a@ previous 
article. See: Bankers Monthly April, 1939. 
Crocker va. Malley (1919) 249 U. S. 223 
(control by beneficiaries) Hecht vs. Mal- 
ley (1924) 265 U. S. 144 (similarity to 
corporation) Morrissey vs. Commr. (1936) 
296 U. S. 344, 56 8. Ct. 289 (purpose of 
organization controls taxable status). 


(3) Morrissey vs. Commr. supra. 


Ta. 


Business Trusts 


There has been considerable dif- 
ficulty in deciding upon the exact 
application to business trusts of the~ 
law which subjects “associations” to 
the same taxes as corporations. At 
first, it was thought that control by 
the beneficiaries was essential to 
place a business trust in the “asso- 
ciation” category, but this line of 
reasoning was rejected by the 
Supreme Court in 1924. From 1924 
to 1936, the test was the degree of 
resemblance between a_ business 
trust and a corporation; the manner 
of organization and operation was 
checked closely in order to ascertain 
its taxable status. In 1936, however, 
the whole matter was brought be- 
fore the Supreme Court again and 
it refused to follow either of its 
earlier theories.(?) 

In a series of cases, it was held 
that the deciding factor was not 
the form of organization adopted, 
but the purpose for which a trust 
was organized. The traditional 
function of a trust is to hold prop- 
erty conveyed by the settlor and to 
administer it according to the terms 
of a deed or will for the benefit of 
designated beneficiaries. However, 
if the beneficiaries themselves con- 
tribute their property to a trust in 
order to provide a means of carry- 
ing on a business and sharing its 
gains, an entirely different situation 
exists. This, the court ruled, con- 
stitutes an “association” within the 
meaning of the income tax laws and 
the trusts involved in those cases 
were taxed accordingly. (*) 

More recent decisions indicate 
that the taxable character of a trust 
must be determined from three fac- 
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The usual assumption is that a trust is for the purpose of conserving 
or liquidating an estate. If, however, it takes on the business-operating 
function of an “association”, it becomes subject (with specific 
exceptions) to the requirements of corporation tax laws. 
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tors, but there seems to be a good 
deal of uncertainty as to which shall 
receive the most weight. There is 
unanimous agreement, however, 
upon the necessity of ascertaining: 
(1) the purpose for which a trust 
was created, (2) the form of organ- 
ization adopted, and (3) the activ- 
ities carried on by the trustees. (?) 


Purpose 


Any trust which is created pri- 
marily as a medium for the trans- 
action of business is taxable as an 
“association”. Whatever intention 
is disclosed by the terms of the 
trust agreement is final and cannot 
be modified or contradicted by the 
parties. This is supposed to be an 
inflexible rule, but there is evidence 
of a different trend in some of the 
latest decisions.(*) 

The leading case on this point, 
Morrissey vs. Commissioner,(®) in- 
volved a trust created to manage, 
control, and dispose of a large tract 


of land. Broad powefs were given 
the trustees, enabling them to pur- 
chase, operate, and sell real estate. 
While this trust was undeniably 
organized along the same lines as 
an unincorporated company, the 
trustees insisted that they were not 
doing any active business and there- 
fore, did not conform to the defini- 
tion of an association. 

The evidence showed that land 
had been sold quite actively for 
some time, but that the last tract 
had been disposed of to a golf club 
before the beginning of the taxable 
year in question. The trustees then 
confined themselves to collecting 
principal and interest, executing 
conveyances to purchasers and dis- 
tributing the profits to shareholders. 
Despite this lack of business activ- 
ity, the Court sustained a deficiency 
assessed at corporation rates. 

Suspension of activities, it was 
held, does not change the taxable 
status of a trust organized for busi- 


ness purposes—so long as the pow- 
ers conferred by the trust inden. 
ture remain in force and can be 
exercised at any time during the 
period for which the trust was 
created. The same rule is followed 
even when it is admitted that the 
trustees never have engaged in any 
active business.‘7) Little, if any, 
attention was given to the formal 
organization of these trusts, but in 
the Morrissey case, at least, there 
were all the features usually found 
in an unincorporated company and 
the same result could have been 
reached under the earlier rules. 


Conservation 


By restricting the trustees to a 
narrow field of action, it is possible 
to secure many of the advantages 
inherent in a business trust and yet 
escape the multiplicity of taxes that 
are imposed upon corporations. 
Under the prevailing rules, it is 
obvious that a trust is taxable as an 
association only when its principal 
object is the creation of income 
through the activities of the trus- 
tees. If these duties and powers 
are limited to the collection and dis- 
tribution of income, incidental busi- 
ness powers may be conferred with- , 
out becoming subject to taxation as 
an association. 

When conservation of assets is the 


‘dominant purpose, management and 
control may be centralized in the 
hands of trustees, personal liability 
of beneficiaries restricted, and freely 


transferable shares issued. The 
courts recognize that administration 
of every trust involves certain busi- 
ness activities and that a formal 
organization may sometimes be the | 
only practical method of handling 
an estate. For instance, there may 
be a large number of heirs entitled 
to share in the income and ultimate 
proceeds of property. Centralized 
management is not only a conven- 
ience in such cases, but almost an 
absolute necessity, if the heirs have 
other interests and are scattered in 
different sections of the country.‘ 

Trusts holding title to oil leases 
have been before the courts in 
numerous instances and present ex- 
cellent examples of the distinction 
between conservation and business 
trusts. One case involved a Bank 


(4) Jackson, et al-va. U. S. (1938) 25 FP, 
Supp. 613., 394 CCH P9205. 

Title Insurance & Trust Co., as Trustee v8. 
Commr., (1938) 100 F (2d) 482, 394 
CCH P9222. 

(1936) 296 U. S. 344, 56 S. Ct. 289. 
Title Insurance & Trust Co., as Trustee v4. 
Commr., (19388) 100 F (2d) 482, 394 
CCH P9222. 

Helvering vs. Washburn (1938) 
(2d) 478, 384 CCH P9535. 
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of America trust holding title to 
certain oil property, 
sales agreements. 
consent of an Advisory Committee, 
the trustee had authority to nego- 
tiate new leases, sell the property, 
or enter into any arrangement the 
Committee considered to be for the 
best interest of the beneficiaries. 


leases, and 
Subject to the 


Expenditures were under control 


of the Advisory Committee and were 
limited expressly to such sums as it 
might deem necessary for the care, 
maintenance and upkeep of the 
property and for incidental ex- 
penses. This agreement was inter- 


preted by a U. S. District Court 


which found its sole object to be 


the collection and distribution of 
income to beneficiaries. All other 
powers were held incidental and 
reasonably necessary, in order to 
preserve and maintain the trust 
property. Even though the Com- 
mittee had borrowed money, the 
Court ruled that there was no evi- 
dence of a business purpose or 
activities, since the money borrowed 
went to pay unanticipated taxes.‘ 
This decision indicates that there 
is no tax liability as a business 
trust if the trustees are expressly or 


impliedly forbidden to purchase new 


property or to engage in any activ- 
ities other than collection of in- 
come, attending to maintenance and 
negotiating the renewal or substi- 
tution of existing leases. 

Another trust which financed and 
actually drilled an oil well was or- 
dered to pay corporation income 
taxes. There can be no doubt that 


the creation of income through the 
activities of the trustees was the 
principal feature of this trust, just 


as much as if it had erected and 
was running a large office build- 
ing.(20) 


It is also possible to limit the 
duties and powers of trustees to 
such an extent that they perform 
ministerial 
acts.(74) That plan was followed by 
the owners of several parcels of 
commercial real estate in Canton, 
Ohio, and the Board of Tax Appeals 
sustain a _ deficiency 
assessed against the trust. Some of 
the property was leased to tenants 
who had agreed to pay taxes, make 
repairs, and maintain the premises 
in good condition. The other build- 


purely clerical or 


refused to 


ings were being managed by sev- 


(9) Trust No. B. I. 35, Bank of America, 
N. T. 8. A., Trustee va. U. S. (1938) 25 


F. Supp. 608, 384 CCH P9420. 


(10)Helvering vs. Combs (1936) 296 U. 8. 
365, 56 S. Ct. 287. 
(11)G@ibbs-Preyer Trust No. 1, The Geo. D. 


Harter Bank, Trustee vs. Commr. (1939) 
89 BTA No. 61. 
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eral of the co-owners as agents for 
the entire group and it was agreed 
that they would continue to do so, 
acting as agents of the beneficiaries. 

In their capacity as rental agents, 
these individuals negotiated leases, 
supervised repairs, contracted for 
the erection of new buildings, and 
handled all of the details of actual 
management. These improvements 
were financed by the beneficiaries 
out of their own funds. The trus- 
tee’s only connection was to sign 
documents upon request of the 
rental agents. 


It was expressly stated in the 
trust agreement that the duties of 
the trustee were to be limited and 
its fee was set’ at 1% of receipts. 
On these facts, the Board of Tax 
Appeals held that there was no 
“association”; that the trustee 
merely performed clerical func- 
tions and that all business activities 
were carried out under control of 
the beneficiaries. 



















































































































































Liquidating Trusts 


Where the active handling of af- 
fairs is paramount, an “association” 
exists, but if conservation or liqui- 
dation of assets is uppermost the 
courts regard the arrangement as 
a strict trust. 

The decisions on liquidating trusts 
are somewhat ambiguous, but it 
seems that the trust must be in- 
tended to bring about disposal or 
sale at the earliest possible date. 
Consequently, there must be no 
power to reinvest either current in- 
come or the proceeds of a sale. It is 
permissible, however, to use rents, 
dividends and other receipts for 
making repairs or improvements 
necessary to maintain the property 
or to place it in a more salable 
condition. 

Each case, of course, will depend 
entirely upon its own facts, but 
there must be continuous efforts to 
effect a sale through the medium 


(Continued on page 418) 
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Policies That Insure Succes 


As a borrower, the meat packer presents numerous factors specific to his industry. 


HERE are at least seven impor- 

tant reasons why loans to pack- 

ing plants are desirable. These 
are: 

1. The business is one of the most 
essential of industries. Meat is 
man’s best food. People eat meat 
because they like it, but their liking 
for its taste is supplemented by the 
knowledge that it supplies many 
needed food elements in their best 
form. 

This has always been a meat- 
eating country. To most of us, meat 
is the principal single item in our 
diets. When we speak of dinner, 
the meat generally designates the 
meal, and the other things we eat 
are supplementary. The American 
people eat more meat per capita 
than do most of the other peoples of 
the world. 

2. There is a quick turnover of 
capital. Being an essential, meat 
moves into consumption every day. 
The entire inventory in a packing 
plant turns over about 15 times 
yearly. 

3. The products are salable daily 
for cash. Packers buy and sell on 
cash, or very short terms. 

4. The basic materials for the 


meat industry are drawn from near 
and far. It has been the practice of 
the industry to locate large packing 
plants somewhere along the route 
from ranch or farm to the centers 
of consumption. The bulk of the 
livestock is produced west of the 
Mississippi River and the bulk of 
the meat is consumed east of the 
Mississippi and north of the Ohio 
River. In more recent years, there 
has been a disposition to locate 
packing plants close to centers of 
production, a policy which has given 
rise to important packing companies 
known as “interior” packers which 
have offered sharp competition to 
operators located on the great cen- 
tral markets. Formerly the bulk 
of the livestock of the country 
passed through these markets and 
while millions of animals still find 
their way to central markets and to 
packing plants located there, other 
millions are processed at plants 
located close to production and 
feeding areas. 

5. Scientific progress in operating 
technique has been continuous. Ex- 
perts have determined the tempera- 
ture needed to keep meats in their 
best condition and they have de- 


veloped equipment to produce and 
maintain these temperatures. They 
have created definite control meth- 
ods for curing and smoking meats 
No longer does the “rule-of-thumb” 
method obtain. 

6. There are almost innumerable 
by-products which help pay the 
overhead charges. In no line of in- 
dustry has science worked a more 
wonderful transformation during 
the last half century than in the 
utilization of the by-products of 
meat packing. The effect of the 
developments in by-product utiliza- 
tion upon the economics of the 
packing industry has been nothing 
short of revolutionary. Today, not 
a single element of what was form- 
erly spoken of as “packers’ waste” 
is discarded as of no value. Cattle, 
sheep, and hogs are now a great 
deal more than food; they are the 
basis for a vast range of readily 
marketable commodities and for an 
increasing number of pharmaceu- 
ticals, including glandular products, 
so important in the maintenance of 
health and the control of disease. 

7. Its stability rests on its impor- 
tance to agriculture and its essential 
service to the consuming public. 


Success Policies Of The Meat Packing Business And The Hazards They Avoid 


POLICIES 


1. Each part of the business must be operated at 
a profit, as though it were an individual, complete 


business. 


2. Adequate volume of sales must be maintained 
to compensate for the small margin of profit. 


3. Employees must be well trained for their jobs. 
4. The inventory should turn over about 15 times 


a year. 


5. Special attention must be given to the prepara- 


tion and sale of by-products. 


6. A research department must be kept active in 
searching for operating economies, new by-prod- 


ucts, and new markets. 


7. The most scientifically designed steam and 
power, refrigeration and air conditioning, along 


with other necessary equipment. 
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HAZARDS 


1. Profits are jeopardized by the competition a 
other packers and specialty manufacturers in the 


meat and by-products fields. 


2. An uninspired sales force may not be able to 
bring about adequate turnover of inventory. 


3. Untrained workers may increase costs and 
prevent a profit. 


4. Lack of flexibility in the plant and sales force 


may result in too small a turnover. 


5. Little if any profit can be made from the med 


products. 


if adequate prices are not obtained from the by- 


6. Equipment and methods can be made obsoleté 


by improvements made in the plants of competitor 
7. The use of obsolete equipment reduces profil 


because of too-high costs. 
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By NORMAN D. STONE 


Insofar as the processing and dis- 
tribution afforded by the meat pack- 
ing industry aids the farmers to 
turn their various crops into food 
for humans and dispose:of it at a 
profit, it is a factor in assuring 
national prosperity. If there were 
no well established meat packing in- 
dustry, capable of distributing prof- 
itably the products of livestock in 
the great quantities they are pro- 
duced, the foundation of our agri- 
culture would be swept away. 


The Meat Packer Dis-assembles 


The meat packing business has 
distinct characteristics of its own 
which are not obvious to the casual 
observer. These are numerous and 
striking. 

In most industries, the manufac- 
turer prepares or buys his raw 
materials at a known cost, adds a 
certain amount for labor and other 
expenses, and finally assembles his 
processed materials into a finished 
product, the cost of which is easily 
ascertainable. 

The meat packer cannot follow a 
procedure of this kind because he 
does not bring together raw mate- 
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rials and build them up into a fin- 
ished product. He does exactly the 
opposite. He takes a finished prod- 
uct—a live animal—and converts it 
into many raw materials differing 
widely in character and market- 
ability. This peculiarity greatly 
complicates the problem of finding 
the costs of the various products. 

When a meat packer goes into the 
market to buy live animals, he must 
have at hand definite information 
on four points: first, the quantity of 
livestock available; second, the 
amount that is being realized from 
the sale of the various kinds of 
meat at wholesale; third, the cur- 
rent value of by-products; and 
fourth, the cost of handling an ani- 
mal through the packing plant and 
sales organization. 

When Nature puts a steer or hog 
or lamb together, she stores up 
within its hide dozens upon dozens 
of raw materials in countless puz- 
zling combinations, difficult for 
man to disentangle. These many 
raw materials are the packer’s if he 
can separate them; otherwise, they 
must go to waste. After he has 
found a way of separating the 
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packer must then find a market. 

By-product values may“affect live- 
stock prices in a startling way. For 
instance, it was not so many years 
ago when cattle by-product values 
were so high that they practically 
covered the cost of preparing and 
selling beef. Packers were forced by 
competition to pay out more for the 
live animal than they received from 
the sale of the dressed carcass. 

Since the packer cannot buy beef 
without also buying these by-prod- 
ucts, he must handle the by-prod- 
ucts in the most efficient manner if 
he expects to make a profit on his 
operations. For example, in his per- 
sistent efforts to utilize and market 
even the tiniest parts of every ani- 
mal he handles, the packer relies 
upon no rule of thumb, hit-or-miss 
method. Science directs every step 
taken by him. 

The packer is continually trying 
to develop new products which 
make new and improved uses for 
by-products, and to work out more 
economical manufacturing costs. 
The aim is to prevent waste, and to 
put the finished products and by- 
products in the hands of a vast army 
of consumers in the quickest and 
most economical way. 


A Series Of Industries 


Another peculiar feature about 
meat packing is its complexity. It 





Protection Given A Meat Packer By Each Type 
Of Insurance 


This is a check list 


Few if any meat packers will require all of these coverages. This list should be the 


basis for a study of the borrower's premises by an experienced insurance man, who will then recommend the 


insurance needed. 
policies. 


Many of these items are added to other policies as endorsements, and need not be separate 





Kind Of Insurance 


Accounts receivable 


Automobile fire, theft, and 
collision 


Automobile non-ownership 


Automobile public liability 
and property damage 


Business accident 


Business life 


Business interruption 
Business interruption due 
to loss of outside power 
Contingent business 
interruption 

Contractual liability 


Earthquake 
Electrical machinery 


Elevator liability with 


property damage 
endorsement 


Extended coverage 
endorsement (to be at- 
tached to all fire property 
damage and use and 
occupancy policies) 


Fallen building clause 
waiver 


Fidelity bond 


Fire (reporting cover on 
contents) 


Fire, on buildings and 
machinery 


Flywheel 
Forgery bond 


Group life and group 
accident 


Hired car public liability 
and property damage 


Inside robbery 
License bond 


Manufacturers property 
damage 


Manufacturers public 
liability 
Marine cargo 


Messenger robbery 


Parcel post 


Repays Losses Resulting From: 


| 





Inability to collect amounts due a business because of the damage to 
or destruction of records by fire, and so on. 





The damage or loss of the insured automobile by fire, theft, or a col- 

lision. 

‘Batson REX ¥ . 

| Claims for bodily injury or damage to the property of others caused 
by the automobile of an employee used in the service of the insured. 











The automobile of the insured causing injury, death, or damage to 
the property of others. 





An accident to the one insured. Certain amounts are paid to the 
business (rather than to the insured or a personal beneficiary) for 
dismemberments, loss of eyesight, or for death. 





Death—the stated amount to be paid to the business (rather than to 
a personal beneficiary). 





Business being inoperative due to destruction or serious damage to 

building, machinery, or the raw product, resulting from fire, tornado, 
or other insured hazard (the insured is reimbursed for the net profits 
and the fixed charges thus lost.) 








| The inability to get needed power furnished by a power plant which 
is inoperative because of fire damage. 





Fire or allied hazards on the premises of a business not operated by 


the insured, but on which the insured depends for raw material, parts, 
or assembly service. 





Hasards assumed by the insured for which he would not otherwise be 
held liable. 





Damage to building or contents, also business interruption profits and 
commissions, brought about by an earthquake. 





Damage to the property of the insured, damage to the property of 
others for which the insured is held liable, and the cost of litigation, 
all arising from an accident to electrical equipment. 





The insured being held liable for injury or death of any person not 
employed by the insured, when such injury or death is held to have 
been caused by the named and described elevator owned or operated 
by the insured; or damage to property not owned by the insured, caused 
by the named and described elevator of the insured. 





Damage by windstorm, hail, explosion, riot, aircraft property damage, 
and oil burner smudge. 


Fire which occurs after a building, or a material part thereof, falls. 
A fallen building will void a fire policy unless a fallen building clause 
waiver is added. 








The dishonesty of employees or debtors of the insured. 





A destructive burning of the insured contents of a building, the 
quantity and value of which is reported as it fluctuates each month. 








Damage or destruction of the insured property by fire. 





Damage resulting from a violent bursting of an engine flywheel. 








Someone signing the name of the insured to checks, notes, or other 
documents in an attempt to illegally obtain money or other property. 





Protection for 50 or more employees in one concern given by one 
policy (each insured is given a certificate) without medical examina- 
nation and at a lower price than for individual policies, against death 
or accident, respectively. 








Claims for bodily injury or damage to the property of others caused 
by an automobile or truck hired for the use of the insured, but not 
owned by him. 





Possession of personal property being forcibly taken inside a home 
or place of business. 


Infringement of a license issued to the insured. 





Damage to the property of others on the premises of the insured 
except when caused by the burning out of an electric unit, or the burst- 
ing of a flywheel, engine, boiler, or turbine. 


The injury or death of anyone not in the employ of the insured for 
which he is liable (including defense, and payment of all legal and 
first aid expense). 








Damage or destruction of goods while on a boat. 








Forcible possession being taken of money, securities, or goods (or an 
attempt to take) while in the custody of an employee outside the 
premises of the insured, during certain hours. 











Damage or total loss of goods while in transit as parcel post, regis- 
tered, or unregistered mail. 
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is not, as is popularly supposed, 
one business. It is a whole series 
of industries, each unit of which 
must stand on its own feet. To 
take one illustration: there are three 
separate and distinct stages in the 
preparation of a product like ham. 
In their first tour through the pack- 
ing plant, hams are fresh pork. As 
such, they may be sold to the trade 
and consumed, or they may be put 
into cure. 

The work of curing may be done 
by the packer who bought the hog 
originally, or by a packer who has 
an outlet for more cured hams than 
he gets from his own packing busi- 
ness, and who, therefore, buys fresh 
hams from other packers for curing; 
or by some concern which buys no 
live animals at all, but obtains all 
of its raw material in the form of 
fresh pork. 

The third stage consists in smok- 
ing the cured ham over wood fires. 
Here, again, the smoking may be 
done by the packer or by an outside 
concern which buys its supply of 
fresh or cured hams from the pack- 
ing house. Thus, it requires three 
distinct industries to prepare a 
smoked ham, and a fourth industry 
to prepare cooked hams. Of course, 
one packer may perform all func- 
tions and the larger packing houses 
do. 

The meat industry is replete with 
such instances. The packer is ob- 
liged at all times to compete with 
outside concerns which engage in 
only a few of the many operations 
he carries on. These outside con- 
cerns buy livestock products instead 
of live animals and then manufac- 
ture the products into the various 
fresh or cured meat cuts, sausage, 
and other meat specialties, marga- 
rine, soap, and the like. Or they 
may deal extensively in the curing 
and smoking of pork products, buy- 
ing their raw materials from the 
packer and selling their finished 
products in competition with him. 
For that reason, the packer is ob- 
liged to operate each of his commer- 
cial departments as a separate and 
distinct business. For accounting 
purposes alone, he finds it advan- 
tageous to have separate depart- 
ments each dealing with a specific 
product or a group of related prod- 
ucts. 

The departmentalization of ac- 
counts also provides a basis for 
deciding in what form a given prod- 
uct can best be marketed. A prod- 
uct like bacon may be sold at any 
one of three stages—fresh, cured, 
or smoked. Hams may be sold as 
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fresh, cured, smoked, or cooked. 
Oleo oil may be sold to the trade, 
or it may be made into oleomar- 
garine. An intelligent decision as to 
the form in which a product is to 
be sold, so as to yield the most profit, 
will depend entirely upon up-to- 
date information as to the cost of 
processing and the market that 
exists for the product in each of its 
various stages. 

In view of the complex nature of 
the packing business, a successful 
organization makes it a policy to 
train employees for their jobs, and 
to organize its products, service, and 
selling departments so that every 
detail of its operations will be under 
the close scrutiny of executives of 
long experience in the branches of 
the industry they supervise. 


No Control Over Basic Supplies 


In most industries, it is possible 
for a manufacturer to plan his out- 
put several months in advance. On 
the basis of field investigations and 
information supplied by the sales 
force, a manager can form a fair 
judgment as to the amount of prod- 
uct his sales outlets will take. He 
can then buy just the quantity of 
raw materials that will enable him 
to carry out his manufacturing and 
selling plans. 

However, in the meat business, 
output cannot be planned in this 
manner. The quantity of raw mate- 
rials that packers buy is not deter- 
mined by their desires in the mat- 
ter, nor by the condition of their 
consumptive markets, but by the 
quantity that stock raisers produce 
and choose to send to market. 


The meat packer has little control 
over livestock supply. He must buy 
live animals as rapidly as they are 
sent to market, and then find an 
outlet for meat and by-products at 
the best prices he can obtain. 

Ordinarily, twice as many cat- 
tle are marketed in October as in 
March. While some of these are 
taken back to the country to be 
fattened, the fact remains that con- 
sumption of beef during October 
must be stimulated if the receipts of 
live cattle are to be absorbed, as the 
bulk of the beef produced is con- 
sumed without further processing. 
Inducing consumers to eat more 
beef in October than in March is a 
Tesponsibility that rests upon the 
meat industry; and it must continue 
to rest there so long as the meat 
industry has no voice in determin- 


ing livestock production or the time 
of marketing. 
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Protection Given A Meat Packer By Each Type 


Of Insurance 





Kind Of Insurance 


Paymaster robbery 


Pension 
Permit bond 


Products liability 

Profits and commissions 
Reporting cover 

Riot and civil commotion 
Safe burglary 
Side track 

Sprinkler leakage 

Steam boiler 

Teams liability 

Teams property damage 


Trailer public liability 
and property damage 


Transportation 


Repays Losses Resulting From: 


Forcible possession being taken of money, securities, or goods (or an 
attempt to take) while in the custody of an employee outside the 
premises of the insured, during certain hours. 





Provides for the retirement of employees at an agreed-upon age—the 
insurance company pays the pension instead of the employer. 





Infringement of a permit issued to the ineured. 





Claims for illness or death resulting from products such as food and 
drink manufactured or sold by the insured. 





The burning of goods on which profits or commissions would have 
been made. 





Fire and allied hazards on stock in storage or for sale at various loca- 
tions throughout the country, the values of which are reported monthly. 





The deliberate and disorderly acts of three or more persons which 
terrorize the public and damage property. 





— 
Personal property being stolen from a vault or safe. 





The damage to property of others by fire or the personal injury or 
death of individuals for which the existence of a railroad side track 
serving the insured’s property is held to be the cause. 





The discharge of water or other substance from a sprinkler system 
or from the collapse of a tank which is part of a sprinkler system. 





An accident to a steam boiler in which property damage or personal 
injury occurs. 





Claims for bodily injury or death resulting from the operation of 
wagons, equipment, or draft animals described in the policy. 





Claims for damage to the property of others resulting from the opera- 
tion of wagons, equipment, and draft animals described in the policy. 





Claims for bodily injury, death, or damage to the property of others 
arising from the operation of an automobile trailer owned or operated 
for the insured. 





Accidents to goods in transit or loss by theft while i in n transit on public 
carriers (not including trucks). 





Truck cargo 


Accidents to goods being transported by motor truck owned or hired 
by the insured. 





Property damage caused by the accidental discharge, leakage, or 


Water damage 


systems, tanks, 


overflow of water, steam, or other substance escaping from plumbing 
heating systems, 


standpipes for fire hose, refriger- 


ating systems, and the like. 





Workmen’s compensation 


Injuries to workmen for which a workmen's compensation law requires 
the employer to pay. 








Meat Is Perishable 


The meat industry deals in prod- 
ucts which are highly perishable. It 
is this feature which places the 
packer at a distinct disadvantage in 
comparison with many other trades. 
Except for a trifling quantity of 
meat that can be frozen, packers 
must keep their products on the 
move. They cannot market meats 
on a cost basis. They cannot hold 
out for what they may regard as a 
reasonable price. They must sell at 
the market day in and day out, 
whether they like it or not, whether 
the price is satisfactory or unsatis- 
factory. As soon as meat is ready 
for the market, it must be sold. 

Every agricultural area produces 
some livestock, and some facilities 
are available locally for preparing 
the meat. In some territories, the 
local livestock supply will be equal 
to 75% of the needs of the commu- 
nity; in other places, 50% or 25%. 
The balance of the requirements 
must be shipped in from other pro- 
ducing centers. In great consuming 


areas, such as those located in New 
England and on the Atlantic sea- 
board, the volume of meat animal 
production in nearby agricultural 
areas is small, requiring that the 
bulk of the meat consumed be 
shipped from producing areas 1,000 
or 1,500 miles distant. 

The fact that meat is highly per- 
ishable, coupled with the fact that 
the packer has no control over the 
supply of livestock, make it impos- 
sible for packers individually or 
collectively to control meat prices.. 
Any packer who tried to raise meat 
prices above the economic level—as 
determined by the supply of meat 
coming to market and the purchas- 
ing power of consumers—would 
cause the consumption of his prod- 
ucts to be curtailed, and his meat, 
because of its perishability, would 
quickly deteriorate. 


Profits Are Small 


Profits are small, considering > 
volume and dollar value. Pro 


average only a small fraction of a 
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cent per pound of livestock pur- 
chased, and seldom more than 1% 
cents per dollar of sales. There is 
probably no other industry per- 
forming a similarly complex service 
in which the normal margin of earn- 
ings is so narrow. With this low 
margin of profit to work on, it is 
essential that production and mar- 
keting of meat be on an extremely 
efficient basis. 


There are two principal reasons 
for the low rate of earnings of meat 
packing companies. One is that the 
spread between livestock and meat 
prices is normally small—the 
packer has only a small margin for 
expenses and profits. For every 
four dollars the packer receives for 
his products, he is now returning to 
the livestock producer over three 
dollars. The remainder is used for 
the purchase of supplies and labor, 
for paying taxes and for other ex- 
penses, leaving only a small margin 
for profits. 


At every point where a packer 
buys livestock, he must face the 
competition of others, such as large 
packers, medium sized packers, 
small local packers, and order buy- 
ers who are buying livestock for 
distant markets. 


Then again, at every place where 
the packer sells meat, he must face 
the competition of both large and 
small distributors who are sending 
meat supplies from distant plants— 
and of local packers. 


Quick Readjustments Required 


Packers are constantly called upon 
to make drastic readjustments to 
changing conditions. From day to 
day, and from year to year, the 
industry must revise its operations 
te the wide variations in the volume 
of livestock coming to market. 
When livestock receipts are large, 
the individual packer must be pre- 
pared instantly to increase the vol- 
ume of his business—or lose his 
competitive position in the trade. 

The necessity of making quick re- 
adjustments to the ever changing 
number of cattle, hogs, and lambs 
coming to market definitely pre- 
vents any packer from planning his 
operations accurately over any week 
or year. 


In addition to these variations in 
supply conditions, there are the 
daily, weekly, and yearly variations 
in the demands of consumers. The 
weather factor has a great deal to 
do with the consumer’s desire for 
meat and the price he will pay. It 
is impossible, of course, to antici- 
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pate weather conditions. Weather 
changes may depress meat prices 
without warning, not only in one, 
but in all markets, and the packer 
must adjust his operations promptly 
to these changes. 

The major factor in the variation 
of demand from year to year is to 
be found in the purchasing power 
of consumers. The price of meat 
rises in prosperous years in accord- 
ance with an increase in demand, 
while in depression years, when the 
purchasing power of consumers is 
low, meat prices decline. 

Adequate distribution demands 
that provision be made to supply 
the actual wants of a section, and 
many times it happens that these 
wants can be supplied only by going 
beyond the packing center most con- 
veniently situated to supply them. 
For example, the fancy beef trade 
is based largely upon the demands 
of New York, Philadelphia, and Bos- 
ton. Farther south along the sea- 
board, the lighter beef carcasses are 
in demand. Not only lightness, but 
leanness in beef best suits the con- 
sumers of Old Dixie. The Midwest, 
composed of the North Central 
states, consumes the fair to medium 
grades, with more fed cattle than 
are included in the south or west. 
Some of these preferences have 
their origin in climate, as in the case 
of the lighter, leaner carcasses de- 
manded in the south, where excess 
fat in the diet is avoided, but many 
of them are merely the product of 
local customs (perhaps partly racial) 
handed down from the times when 
each town was the center of its own 
production and slaughter. 

One of the present aims of the 
national meat packers is to over- 
come and remove those local pref- 
erences, which are based more on 
prejudice and custom, than on need 
and fact. 

A second factor of distribution is 
that of time and season. There must 
be distribution over the different 
times of the year as well as over the 
country. If consumption had to be 
coincident with production, there 
would obviously be seasons when 
meat would be exceedingly scarce 
and beyond the reach of the ordi- 
nary pocketbook, while at other 
seasons, there would be so much 
meat available that the price would 
drop far below the cost of produc- 
tion, thus discouraging the pro- 
ducer. In other words, production 
would not continue at its present 
level, but would drop far below it. 

Packers’ selling operations are 
carried on at a small margin and 


are unprofitable unless a sizable 
order is obtained from every retail 
customer. Consequently, the packer 
who cannot offer the dealer a com- 
plete line may be at a distinct dis- 
advantage. Sales generally include 
only beef, pork, and lamb, but a 
large number of meat and non-meat 
items, each of which is subject to 
wide variations in sales volume from 
month to month. 


One of the great advantages of 
having diversified sales is that 
variations in the sales of individual 
products tend to offset one another, 
At the very time the sales volume 
of one product is seasonally low, the 
sales of some other product will be 
seasonally high, with the result that 
the effort of the sales force is more 
evenly spread throughout the year, 
and selling costs are thereby kept 
at a minimum. The handling of a 
wide range of products gives the 
packer a manufacturing and dis- 
tributing job every work day in the 
year. 


How The Meat Business Is 
Financed 


Like most business concerns, a 
packing company requires’ two 
kinds of capital—investment and 
working capital. Investment capital 
is needed to provide plants, branch 
houses, machinery, and other phys- 
ical equipment. Facilities of this 
kind do not have to be replaced at 
frequent intervals. They may be 
used over and over again before 
they wear out or become obsolete. 
In the meantime, they are expected 
to produce a return that will make 
their replacement possible when 
they have outlived their usefulness. 


Working capital is used to buy 
livestock, to pay wages, to purchase 
various other products, and to pay 
for transportation services. Unlike 
investment capital, working capital 
performs its service in a_ short 
period, as a rule. 


By far the greater portion of 4 
packing firm’s working capital i 
invested inventories. As a matte! 
of principle, it is generally a pack- 
er’s policy to keep his products 
moving into trade channels in ordet 
to enjoy the advantages of a rapid 
turnover. The rate of turnove 
varies, of course, with individual 
products. Some can be sent_to mal- 
ket much more quickly than others 
The bulk of fresh beef or lamb 
in the hands of retailers within 
two weeks at most. Fresh pork, 
which is more perishable than any 
other meat, must be delivered t 
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the trade within 10 days after the 
hog has been slaughtered, or sent 
to the freezer or curing cellar. The 
time required for hams and bacon 
yaries considerably, according to 
the weight of the cut and the 
method of cure practiced. In the 
case of such by-products as hides, 
skins and wool, perishability is less 
of a factor, and the curing period is 
at least 30 days. 

Comparing the inventories as a 
whole with the total sales for the 
year, it appears that each dollar of 
the average packing plant’s work- 
ing capital invested in inventories 
is converted into cash and rein- 
vested in inventories at an average 
rate of 15 times a year. In some 
instances, as in the case of fresh 
meats, all the work of preparation, 
transportation, sale, collection of 
accounts, and the return of cash to 
the plant will be completed in less 
than 30 days. 

The fluctuations in inventory 
values have been so wide that the 
packer, as a rule, considers it im- 
portant to follow a policy of pre- 
paredness in- his financial plan. 
Owing to the large number of un- 
controllable factors, it is impossible 
to know in what year or years new 
working capital may be required to 
finance higher-priced inventories, or 
increased receipts of livestock. 
Sound policy requires, therefore, 
that the packer look ahead and be 
prepared. 


In years of high inventory values, 
or whenever the capital belonging 
to shareholders is inadequate, re- 
course should be had to bank bor- 
rowing. Both packer and banker 
gain from dealings of this kind. The 
packer is able to carry through a 
commercial transaction with the 
bank’s money, and make a profit 
that otherwise would not be pos- 
sible. 


The banker gains from packer 
loans, in that he is able to lend the 
funds of his depositors in a trans- 


action that is sound and self-liqui- 
dating. 


An Analysis Of F. H. L. B. 


(Continued from page 390) 
hostility of the Federal Home Loan 
Bank. The banks differ in policy 
in this regard. 

The Federal of Boston stipulates 
that the member cannot borrow 
from outside sources except with its 
previous consent, and it earmarks or 
reduces the member’s line of credit 
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in an amount equal to two or more 
times the amount borrowed! A 
member must be brave or foolhardy 
to bring down on itself such pen- 
alty, imposed by a management that 
at best merely tolerates outside 
borrowing! 


At the Pittsburgh Bank, if a mem- 
ber borrows more than what the 
bank has set as a proper line of 
credit, it is denied credit until such 
time as the borrowings have been 
reduced. 


The Cincinnati and Indianapolis 
Banks take outside borrowings into 
consideration in making an advance 
within the line of credit, reducing 
the line by the amount borrowed 
outside. . 


The Federal Home Loan Bank has 
no authority in law to interfere with 
the legal borrowings of its member 
institutions from outside sources. 
Action of this order is wholly extra- 
legal and rank meddling with a 
matter over which it has no con- 
trol. In fact, such meddling is de- 
signed to have and does have the 
effect of defeating an explicit legal 
right of the member institutions. A 
close examination of Section 8 of 
Charter K will reveal two things: 
1. That there is not a scintilla of 
authority, in the express grant of 
borrowing power to the member 
association, for any interference, by 
rules and regulations, or otherwise, 
by the Federal Home Loan Bank; 
and 2. that there is no stipulation 
that the borrowing must be short- 
term, or amortized, or at a rate of 
at least 1% lower than the bank 
charges. Charter K further stipu- 
lates: “In addition to the foregoing 
powers expressly enumerated, the 
association shall have power to do 
all things reasonably incident to the 
accomplishment of its express ob- 
jects and in the performance of its 
express powers. The association 
shall have such powers as are con- 
ferred by law.” 


The association, in short, is 
authorized both by charter and 
basic law to borrow, up to 10% of 
the amount paid in on its shares, 
from commercial banks if it is so 
minded and on such terms as it 
pleases. 


With respect to borrowings from 
a Federal Home Loan Bank, Sec- 
tion 9 of the Federal Home Loan 
Bank Act says: “Any member or 
non-member borrower of a Federal 
Home Loan Bank shall be entitled 
to apply in writing for advances. 
Such application shall be in such 
form as shall be required by the 


Federal Home Loan Bank with the 
approval of the Board. Such Fed- 
eral Home Loan Bank may at its 
discretion deny any such application, 
or, subject to the approval of the 
Board, may grant it on such condi- 
tions as the Federal Home Loan 
Bank may prescribe.” 


Quite obviously, this authority 


* cannot, within the purport of Con- 


gress, be used by the Federal Home 
Loan Bank, to obstruct or defeat 
the express authority of a charter 
given to a member to borrow up to 
10% from others than the Federal 
Home Loan Bank. Such an inter- 
pretation would be to subject mem- 
bers to a hegemony and monopoly 
that would be oppressive and, under- 
conditions that may readily be im- 
agined, cause the suspension of the 
member. Such an_ interpretation 
would be contrary to the practice of 
central banks throughout the world, 
including our own Federal Reserve 
System. 

The same conclusions may be 
drawn with respect to Section 10; 
“Each Federal Home Loan Bank is 
authorized to make advances to its 
members, upon the security of home 
mortgages, subject to such regula- 
tions, restrictions, and limitations 
as the board may prescribe.” More- 
over, since the practice of the Fed- 
eral Home Loan Bank is not to 
require “the security of home mort- 
gages” for short term loans, this 
section does not, in practice, apply 
to the question at hand. Further- 
more, the board has never pre- 
scribed “regulations, restrictions and 
limitations”, to the effect that the 
amount and character of member 
bank borrowings from the Federal 
Home Loan Banks are conditioned 
upon the amount, character, and 
rate paid in case of the member’s 
borrowings from others than the 
Federal Home Loan Bank. 

Until such “regulations, restric- 
tions and limitations” are prescribed 
and published by the Board, any 
stipulations by the Federal Home 
Loan Bank have no authority to 
support them. Moreover, even then, 
they would appear to violate Char- 
ter K. 

Like conclusions apply to the pro- 
vision of The HOLC Act of 1933 
which states: “The Board is author- 
ized, under such rules and regula- 
tions as it may prescribe, to provide 
for the organization, incorporation, 
examination, operation, and regula- 
tion of associations to be known as 
“Federal Savings and Loan Associa- 
tions.” No rules and regulations 

(Continued on page 415) 
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XIV. Whether To Take Profits 


LTHOUGH the directors of the 
ray Bank of Middletown have 
drawn up a written statement 
of the investment policies they in- 
tend to follow, temptations some- 
times arise to deviate from the pro- 
gram that they have adopted. This 
month’s meeting has barely been 
called to order when Mr. Clark 
opens up a highly controversial 
subject: 

“President Learned, we have a 
book profit of more than $23,000 in 
our holdings of U. S. Government 
securities. I want to raise the ques- 
tion as to whether we should not 
sell these bonds out and take our 
profit. I have thought a great deal 
about this during the past two 
weeks and it seems to me that it is 
a problem deserving our most care- 
ful consideration. That profit is 
equal to more than our total net 
operating income for 1938. Based on 
present market yields, it amounts to 
almost two year’s interest return on 
our U. S. Government portfolio. I 
should hate to see that profit get 
away from us.” 

It is apparent at once that Mr. 
Clark has touched a live topic. Sev- 
eral directors are ready with com- 
ments and President Learned gives 
the floor to Mr. Brown: 

“Gentlemen, I am inclined to 
agree that we should sell our Gov- 
ernments. Prices are high, very 
high, and we know perfectly well 
that they are not going to stay this 
high forever.” 

“No, Mr. Brown,” answers Mr. 
Jones, “prices probably won’t stay 
this high forever but they may re- 
main high for a long time to come. 
Remember, too, that we also know 
perfectly well that this bank can’t 
live without earnings forever. 
What are we going to do for in- 
come?” 

“Before we get too far into this 
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Norwalk, Connecticut 


” 


discussion,” interrupts Mr. Learned, 
“I suggest that we take a look at 
what our investment program says 
regarding this subject. It is under- 
stood, of course, that we can modify 
this program any time we please. 
Nevertheless, let us see just what 
policy we have agreed to follow and 
then consider whether we wish to 
make a change in it. In the first 
part of our program, we say that 
one of our objectives shall be to 
have U. S. Governments comprise 
at least half of our investment port- 
folio and that we shall plan to work 
steadily toward that objective. But 
here is the section that applies spe- 
cifically to Mr. Clark’s proposal: 
‘It shall not be the policy of this 
bank to try to guess short term 
swings in bond prices, either by 
switching temporarily into very 
short-term U. S. Governments or by 
selling Governments and holding 
cash in the hope of being able to 
reinvest later at lower prices.’ Do 
you think that this part of our pro- 
gram should be amended, Mr. 
Clark?” 

“Mr. President, I am not sure 
that this particular statement does 
apply to the present situation. If it 
does, perhaps it should be revised. 
I am not suggesting sale of our 
Governments because I expect any 
sharp downward swing in prices in 
the immediate future. My conten- 
tion is that someday prices are go- 
ing to be lower than they are now. 
But I am thinking particularly 
about the $23,000 profit. Nobody 
ever went broke taking profits.” 

“Maybe not,” answers Mr. Jones, 
“but if you reinvest your money, 
you can lose just as much as you 


made, and if you don’t reinvest the 
money, you can starve from lack of 
income. What do you recommend 
doing with the money received from 
the sales?” 

“Well, I’m not sure. We could 
figure that out later. The point is 
that we would at least have that 
profit safely tucked away.” 

“Mr. Clark, I disagree with you 
just about one hundred percent. 
Until we plan what we are going to 
do with the money, we are not con- 
sidering a banking problem, but 
just an emotional state of mind. 
We all know that it is very satisfy- 
ing to ‘tuck away’ profits, as you 
put it. But it is foolish to do so if 
these profits are going to be more 
than offset in the future by loss of 
income or by market depreciation. 
We are not confronted with a sim- 
ple question as to whether or not 
it is fun to take profits; we are 
faced with the problem of the 
proper disposition of our bank’s as- 
sets. If you plan to reinvest the 
proceeds received from sales in 
other securities, that is one prob- 
lem; if you plan to keep cash unin- 
vested for a certain period of time, 
that is something else.” 

“Well, we might keep some of 
the proceeds in cash and reinvest 
part in other securities,” answers 
Mr. Clark, unwilling to be pinned 
down. 

“All right,” says Mr. Jones, deter- 
mined to clarify the discussion, 
“let’s analyze both suggestions. If 
we sell our Governments and rein- 
vest the proceeds, we are merely 
writing up the book value of our 
security holdings. We gain nothing 
thereby, and, as a matter of fact, 
we lose: we lose the amount that 
we have to pay in the form of taxes 
on the profits realized. Our state 
and Federal taxes would take about 
20 per cent of those profits. In other 
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words, the net result would be to 
cut down by 20 per cent the amount 
of protection that we have against 
a decline in bond prices. We would 
simply transform appreciation into 
profits-realized and pay 20 per cent 
to do it.” 

“But,” Mr. Clarke objects, “if we 
take our profits and put them in a 
reserve, we can use that reserve at 
any time for absorbing losses that 
we will doubtless someday incur on 
our sub-standard securities. It 
seems to me that this would be a 
very real advantage.” 

“I would agree with that point 
Mr. Clark, if we did not already 
have sufficient surplus, undivided 
profits and reserves to take care of 
any probable losses in our invest- 
ment portfolio. In the case of a 
bank whose capital structure gives 
little protection against the danger 
of capital impairment, your argu- 
ment would be valid. Such a bank 
might someday be very glad to have 
this reserve which bank examiners 
would include in their computation 
of ‘net sound capital’. But in our 
own case, the cost of freezing 
profits into a reserve does not seem 
to me to be justified.” 

Mr. Clark persists: “But as things 
stand now, we have an appreciation 
in our Governments and high grade 
corporates in contrast with a depre- 
ciation in our sub-standard issues. 
In other words, our protection 
against a market decline is allo- 
cated to those issues that need it 
least, our high grade holdings. I 
would rather have a reserve to take 
care of losses in poor quality secu- 
rities than to have an appreciation 
in our good bonds.” 

“Mr. Clark, if we were to sell 
our Governments and then buy 
them back again, placing profits in 
a reserve, we would be lowering 
the yield on our Governments, set- 
ting aside future income, in order 
to establish a reserve against poor 
grade holdings. I admit that there 
is a certain amount of logic in this 
idea. But the same result can be 
achieved over a period of time by 
making appropriations from our 
current earnings to such a reserve. 
This method has the advantage of 
flexibility. Your way would result 
in a reduced yield that could not 
easily be readjusted.” 

“All right,” says Mr. Clark un- 
daunted, “how about selling out our 
Governments and then holding the 
cash for a more favorable oppor- 
tunity to reinvest? With prices as 
high as they are now, that looks 


like the conservative thing to do 
anyway.” 
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Mr. Learned answers: “It is not 
always conservative for a banker to 
hold a large amount of idle cash, 
Mr. Clark. If a banker can do it 
and still show a fair profit on oper- 
ations, that is one thing. But if 
earnings are low, a banker may be 
taking a real risk in sitting around 
with uninvested funds. He is gam- 
bling his idea that*prices may de- 
cline against an inevitable loss of 
income that may eventually become 
serious for his bank. Pressure to 
obtain income may finally force him 
to invest his money in securities 
right at the time that the market 
is at its peak.” 

“But we are in a position to ac- 
cept some reduction in income if it 
will save us from a substantial mar- 
ket depreciation later on,” objects 
Mr. Brown. 

“We probably could get along 
with somewhat less income, Mr. 
Brown, but it would not be pleas- 
ant and there is a very good chance 
that it might not prove to be worth 
while. Just to be able to break 
even on such a policy, we must buy 
back our bonds at a saving equal 
to 20 per cent of the profits realized 
plus all of the income sacrificed in 
the meanwhile. For example, the 
income we have received on our 
Governments from the time we 
bought them has exceeded the 
amount of market appreciation in 
these bonds at current prices. That 
means that if we sell out, the mar- 
ket must decline from present levels 
more rapidly than it has risen dur- 
ing the past few years in order for 
us to come out ahead.” 

“But the market always goes 
down faster than it goes up,” Mr. 
Clark observes. 

“That is undoubtedly true in the 
case of temporary breaks in the 
market. But we all know how dif- 
ficult it is to buy bonds at or even 
near the bottom of such a decline. 
There is not a very good chance of 
our coming out ahead if we sell our 
Governments unless prices go lower 
and stay lower for a considerable 
period of time. That would prob- 
ably involve a reversal of the down- 
ward trend of interest rates. I see 
no convincing indications at the 
present time that the long-term 
trend will be reversed in the near 
future.” 

“But don’t you agree that there 
is a good chance that the trend may 
change within the next year or so 
and that this would bring about a 
sharp decline in bond prices?” asks 
Mr. Clark. 

“There is that possibility, of 
course, and we have excellent pro- 


tection against that danger in our 
substantial holdings of short and 
medium term maturities. We have 
shortened the average maturity of 
our portfolio considerably within 
the past twelve months and I be- 
lieve that we should continue to 
work along the same lines in the 
future. If most of our investments 
‘comprise a revolving fund of ma- 
turities over a 10- or 15-year period, 
we do not need to worry very much 
about changes in interest rates. 
With yields as low as they are to- 
day, perhaps we should not try to 
keep our funds as fully invested as 
we normally might. Just the same, 
I do not think we are warranted in 
jeopardizing our earnings position - 
by selling out any substantial part 
of our bond list in order to take 
profits.” 

Mr. Clark is obviously not com- 
pletely convinced but he has appar- 
ently run out of arguments, so the 
meeting is adjourned. 


Secretarial Efficiency 


By Frances Avery Faunce, Assist- 
ant to the business managér of 
Wellesley College with the collab- 
oration of Frederick G. Nichols, 
associate professor of education, 
Harvard Graduate School of Educa- 
tion. 

Published by McGraw-Hill Book 
Co., Inc. 330 West 42nd St., New 
York, Price $3.50, 601 pages, cloth. - 

Besides giving a practical back- 
ground of a secretary’s duties and 
capabilities, the book discusses such 
important factors which must be 
approached from a new angle, such 
as the following: 

How to put work through in the 

right order. 

How and why work. must be 

carried through to a finish. 

How to guard valuables and 

confidential papers. 

How information should be put 

in writing. 

How to follow instructions as 

given in a typical office manual. 

Direct method of finding alpha- 

betically, as applied to a wide 

variety of secretarial duties. 


Butcher Bill 


The average person in the United 
States eats $15.38 worth of meat a 
year, according to a grocers’ bulle- 
tin, which shows that 1,100 separate 
meat packing plants throughout the 
nation have a total annual produc- 
tion of almost $2,000,000,000. 
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Here is an easily worked plan for 
stimulating employees to become 
more interested in developing 


their 


proficiency in banking. 


Bank Forum Helps Employees 


HAT,” asked a bank teller 

nervously, “should I do if a 

hold-up man came to my 
window at the bank?” 

“Do just what you’re told to do!” 
answered the G-man quietly. “By 
obeying immediately, you can pre- 
vent the hold-up men from shoot- 
ing and killing. 

It was a bank forum meeting in 
Racine, Wisconsin, the town in 
which I am employed, and em- 
ployees and officers from every bank 
in the city were present. The 
speaker was a member of the Fed- 
eral Bureau of Investigation, and he 
gave us information picked up by 
his department that would be help- 
ful to us in our jobs at the bank. 
After his talk, there were eager 
questions from every part of the 
audience. 

“What can the bank employees do 
to make things easier for the G-men 
when they arrive?” asked a prac- 
tical young woman. “Suppose, for 
instance, the hold-up gang leaves 
things in pretty much of a mess?” 


“Don’t touch anything until the 
G-men come. Even a half-eaten 
candy bar carried by a hold-up man 
to avoid attracting attention, or a 
trampled-down cigarette stub prob- 
ably has two good finger-prints 
which G-men can use to get the 
criminal.” 

“Isn’t it a good idea to talk over 
what we see with other workers in 
the bank before the police arrive?” 
asked a timid girl. “In that way 
we can be sure to have the story 
straight and clear.” 
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Bookkeeper, First National Bank, 
Racine, Wisconsin 


“Absolutely, don’t do that!” the 
G-man urged. “If a group of em- 
ployees talk over what happened, 
they'll all have the same story, 
whereas there would otherwise be 
as many different stories as there 
are employees, each of which would 
be of some help in getting a clue to 
the criminals.” 

“What kind of information helps 
the G-men most?” asked a book- 
keeper. 

“The best way to help,’ ’advised 
the G-man, “is to form a definite 
mental impression that will help 
us to recognize the criminals later. 
Try to estimate the height of each 
man in relation to the door, the 
counter, or some other fixtures in 
the room. Notice the expression the 
hold-up man uses when he reveals 
what he wants. One will say, ‘Stick 
‘em up!’ Another will snarl, ‘This 
is a hold-up!’ 

“We picked up one man who 
never held up a bank without 
vaulting over the railing. Another 
had a peculiar way of extending 
his arm while he held his gun. Still 
another had a foreign accent which 
always showed up very definitely 
under the nervous strain of a hold- 
up. Such details may give the clue 
that is needed for identification. 

“The habit of noticing character- 
istic mannerisms or expressions in 
your customers is a good one to 
acquire,” the G-man added. “Bank 
hold-ups are rare these days, espe- 
cially since the Federal Bureau of 
Investigation has taken the profit 
out of this type of crime. But it is 
always important for an employee 
to be able to recognize anyone who 
has appeared at his window or 
with whom he has had dealings in 


the bank. It’s a friendly, business. 
building habit, and you'll never 
know when it may come in handy 
in other ways.” 

We had planted questioner; 
among the audience to be ready to 
start the question-ball rolling a; 
soon as the G-man had finished his 
talk. But the spontaneous questions 
came so fast that the planted ques- 
tions were not needed. In fact, the 
call for refreshments had to be re- 
peated several times before the 
listeners could tear themselves away 
from the speaker. All through the 
social get-together the G-man con- 
tinued to be the focal poin#of in- 
terest. 

Dramatic forums like this one 
have almost doubled attendance at 
our regular chapter meetings of the 
American Institute of Banking, and 
has developed greater interest 
among employees in the routine 
work at the bank. The give-ané- 
take discussion at these forums i 
developing assurance among young 
employees and is promoting mor 
friendliness and mutual helpfulnes 
among workers in the variow 
banks. 

The idea of holding bank forums 
in Racine grew out of discussions o 
bank courses offered by our loca 
chapter of the American Institute 
of Banking. We wanted to offer ow 
fellow employees something tha 
would make them feel they wet 
getting real value from their mem 
bership. Since our city is small anf 
there are only about a hundré@ 
people employed in all the bank 
here, we are able to offer a limite 
number of courses each year. Olde 
employees have completed most @ 
the regular courses, so we try Wt 
provide one entirely new featur 
each year. 

“Wouldn’t it be a good idea,” s 
gested one employee, “if thet 
could be some way for all bam 
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VALUABLE RECORDS 
“COMPRESSED” TO 
SAFE-DEPOSIT-BOX 


SIZE 


--.and that means not only maximum 
safety and greater economy in your 
own record keeping, but an oppor- 
tunity to increase safe-deposit-box 
rentals to depositors. 


Bank Model Recordak for speed- 
ing up transit operations and 
for photographing paid checks 
to protect banks and depositors. 


eee Pater for the smaller 
bank, and for special depart- 
ments of large banks (tellers’ 
cages, safe deposit vaults, etc.). 


Reversible Recordak photo- 
graphs both sides of checks and 
larger bank forms at a single 
operation—at lightning speed. 


Commercial Recordak for photo- 


graphing all bank forms. Widely 
used for the Recordak system of 
single posting. 


VERY Recordak model photographs any 
paper up to legal size... notes, stock cer- 
tificates, securities held as collateral, wills, 
leases, escrows, etc. These “picture records” 
are 100% accurate copies of the originals— 
but they require 98% less storage space. 
Recordak film rolls—each “accommodat- 
ing” thousands of records—are little larger | 
than a pack of cigarettes—a great many can 
be stored in the smallest safe deposit box. 


Maximum safety at low cost 


“Filing” on film, with Recordak, you can 
give your records, and your depositors’ rec- 
ords, the safety of your safe deposit vaults at 
low cost. (Properly promoted, this record stor- 
age service rents a lot of safe deposit boxes.) 

And Recordak’s “filing” job is of course a 
spare time job. So speedy it photographs 
thousands of items = hour, Recordak in- 
variably has plenty of “spare time.” 

Recordak systems require no capital outlay; 
the machines are rented, not sold. Recordak 
systems are serviced from twelve conveniently 
located offices...one close to your bank. 
For further information regarding Recordak, 
write Recordak Corporation, Subsidiary of 
Eastman Kodak Company, 350 Madison Ave- 
nue, New York, N. Y. 


Coming to the New York Fair? 


You are cordially invited to make your New York 
headquarters at our offices, 350 Madison Avenue, at 
45th Street. 


RECORDAK PHOTOGRAPHIC ACCOUNTING SYSTEMS 
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The Technique Of Conducting Employee Forums 


1. A speaker who is a special- 
ist in some phase of banking is 
secured to address a forum 
meeting of all bank employees. 


2. Several employees are 
asked to be prepared to ask 
questions promptly after the 
speech has been made. 


3. A forum committee plans 
each meeting carefully to make 
sure that everyone will be 
pleased with the results. 


workers in Racine to get together 
at one time? We could listen to a 
lively discussion on some angle of 
banking in which both officers and 
employees would be interested, and 
then have a give-and-take discus- 
sion. In a get-together like that we 
could all become better acquainted, 
and we’d learn much about our jobs 
besides.” 

We decided to experiment with 
forum meetings, but to plan only 
one forum at a time, and to con- 
tinue only if they succeeded in 
catching genuine interest. After 
each meeting, we decided to discuss 
reactions and make our plans for 
the future on the basis of these re- 
actions. 

Howard Nelson, the president of 
our local chapter appointed several 
employees from various banks to 
serve on a forum committee. We 
felt that there should be one officer 
on our committee, so we invited 
Mr. W. C. Aschenbrener, vice presi- 
dent of the American Bank and 
Trust Co., to help us. He told us 
that he was heartily in favor of 
having forums and that he was sure 
every bank officer in the city would 
back us up. 

Our committee met several times 
before each meeting and planned 
each angle of the forums carefully. 
We asked fellow employees what 
questions they would like to have 
discussed and what speakers they 
would like to hear. Frequently, we 
attended bankers’ meetings in 
neighboring towns to get-ideas for 
our forums. 

We knew how important it was 
to have a speaker who would catch 
the attention of each member, re- 
gardless of how many A.I.B. courses 
he had taken, so we tried to get 
speakers who could be dramatic as 
well as informational. 

A girl who is an officer in the 
bank in which I am employed sug- 
gested the G-man for our first 
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4. The officers of all banks 
were asked for their opinion of 
the plan and they encouraged 
their own employees to attend. 


5. The meeting is held in the 
evening in the lobby of the 
banks (in rotation ). 


6. Light refreshments are 
served after the forum by the 
bank in whose lobby the meet- 
ing is being held. 


forum. She had heard him talk at 
a state meeting of bankers, where 
he had held the attention for an 
hour after the meeting was sched- 
uled to close. 

Holding the forum meetings in 
the bank lobbies of various banks 
has helped to create a friendlier 
feeling among the various banks. 
At first we had thought of having 
the forums in one of the club halls 
in town. Then one employee on the 
committee remarked that since the 
days when he served as a messen- 
ger boy he had had no occasion to 
see the inside of any of the banks 
in town except the one in which he 
was employed. We have found that 
it is easier to visualize the problems 
of other banks in the city and to be 
of help when we are asked to give 
suggestions since we have been able 
to visit them in these informal bank 
get-togethers. 

Serving light refreshments after 
the forum was an idea suggested by 
the officers of the bank at which we 
planned to have our first meeting. 
One of the officers took care of the 
arrangements, phoning a near-by 
restaurant and ordering food to be 
brought in at a definite time after 
the meeting was scheduled to close. 
This evidence of officer interest was 
extremely encouraging and did help 
a great deal in fostering good-fel- 
lowship. The practice was continued 
by other banks at which forum 
meetings were held. 

Before each meeting we put 
notices of our plans on the bulletin 
boards of the various banks in town. 
We sent a personal letter of invita- 
tion to all directors and officers of 
the various banks, thinking that, 
if we could get officers and direc- 
tors out, the employees would be 
more likely to be there. We didn’t 
succeed in getting a large number 
of officers at our first meeting. 
Neither did we get a majority rep- 
resentation of employees. However, 


the enthusiastic comments made on 
the G-man’s talk, some _ gooj 
natured banter among employees 
and officers, and the development 
of some friendly rivalry succeeded 
in bringing a larger percentage to 
later meetings. 

Before the second meeting, the 
following note appeared on the 
bulletin board of the First Nationa] 
Bank, where that forum was to be 
held 


To the Forum Committee: 
Congratulations on the splen- 
did forum you gave us last 
time! We’re all coming to the 
next one, and we’re looking 
forward to seeing everyone 
from your bank there too. 


The note was signed by every 
employee and officer of a neighbor- 
ing bank, and helped to arouse 
keener interest among the First 
National Bank employees and of- 
ficers. 

For our second forum, we chose 
the subject of forgery, a problem in 
which many employees expressed 
interest, especially after the G-man’s 
talk. Through the officer on our 
forum committee, we learned 
about an impressive “Million Dol- 
lar Forgery and Alterations Ex- 
hibit,” complete with forgery in- 
struments and famous forgery jobs, 
which had been made by the surety 
company which carries the insur- 
ance for some of our Racine banks. 
This company agreed to display the 
exhibit at our forum meeting, and 
to send an attorney and a claim 
agent to lead a panel discussion on 
forgeries. 

The first speaker at this forum 
revealed that forgery caused banks 
to lose more than $300,000,000 each 
year, and that this loss would be 
very much greater without the safe- 
guards and precautions established 
by banks and bonding companies. 
They showed dramatically how im- 
portant it was for bank employees 
to be acquainted with the laws re- 
garding forgeries, and they ex- 
plained in what ways a_ bank 
employee can safeguard his bank 
against losing money to forgers. To 
illustrate their points, they described 
some of the forgeries included in 
their exhibit. 


The questions and answers follow- 
ing this discussion helped us to get 
a clearer idea of the laws regard- 
ing forgeries, and gave us specific 
information concerning conditions 
when a bank is liable and when 4 
bank is covered by the law. We 

(Continued on page 436) 
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An Analysis Of F.H.L. B. 


(Continued from page 409) 


have ever been prepared and pub- 
lished by the Board governing the 
borrowings of the associations from 
institutions other than the Federal 
Home Loan Banks, and any stipu- 
lations set by the Federal Home 
Loan Banks are pure assumptions 
of authority. 

Pressure by the banks against 
outside borrowing may thwart the 
best management of the member 
institutions. At the present time, 
some of the best Federal associa- 
tions up our way are being solicited 
by New York City banks to become 
borrowers on a short-term basis at 
the rate of 1% per annum. A Bos- 
ton bank is lending at 142%, and 
would probably lend at a lower rate 
were it not interdicted by the rule 
of the Federal Home Loan Bank of 
Boston that members may not bor- 
row outside at a rate lower than it 
charges by more than 1%. In the 
face of this two- or three-year old 
opportunity for profitable outside 
borrowing, the Boston Federal had, 
for four years, been forcing its 
members to pay 3%, and in March 
of this year, reduced the rate only 
to 24%. During this long period, 
it would have been legal, proper, 
and economical for any member to 
take advantage of this opportunity 
and reduce the costs of its borrow- 
ings; and it would have been fully 
warranted by the dictates of good 
management. 

One can readily understand that 
it is embarrassing for a Federal 
Home Loan Bank to have its mem- 
ber institutions find better service at 
the commercial banks than at the 
Federal, and that the Federal suf- 
fers a loss of income. But after all, 
one will search in vain among the 
laws and legislative documents, 
and the speeches and writings of the 
Congressmen and founders of the 
Federal Home Loan Bank System 
for declarations that the purpose of 
the Federal Savings and Loan Asso- 
ciations and other members is to 
provide a livelihood for the Federal 
Home Loan Bank! Indeed, the line 
of motivation was just the con- 
trary: the Federal Home Loan Bank 
was designed for service to the 
members. If the Federal cannot or 
will not make its loan service worth 
while to the members, it can resort 
to other investments and thereby 
assure its livelihood, when members 
do not procure advances from it 
Sufficient to cover its expenses. 

The Federal Home Loan Banks 
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variously justify their policy of dis- 
couraging outside borrowing. No 
doubt the real reason is their desire 
for earnings and for making their 
members dependent upon them. 
The Chicago Bank lists three rea- 
sons: 

1. “The very selfish reason that 
this bank is dependent for its earn- 
ings to pay operating expenses on 
lending money to its member insti- 
tutions, 

2. “No other source of _ bor- 
rowed money is in a position to pro- 
vide intelligent long-term credit to 
savings and loan associations. While 
it is true that associations occasion- 
ally have need for short-term credit, 
quite often what appears to be 
short-term borrowing turns out to 
be a need for long-term borrowing. 

3. “If the member institutions do 
business with local banks during 
good times, the Federal Home Loan 
Banks would not be able to exist 
in order to be in a position to serve 
during bad times.” 

Obviously, the first and last of 
these three reasons are the same, 
and both are contrary to fact, for 
other sources of earnings are open 
to the Home Loan Banks. At least, 
the 12 Federal Reserve Banks are 
being run at a profit in recent 
years, although their loans to mem- 
bers constitute only $3 .million out 
of $16,076 million of assets! The 
second reason offered by the Chi- 
cago Bank begs the whole question, 
which is, why should short-term 
borrowing from outside sources be 
discouraged by the Federal? 

The most naive, and frequent 
justification offered is that, since the 
member is unable to borrow from 
outside sources for a long term, the 
Federal Home Loan Bank may be 
forced by circumstances “to pick up 
these borrowings’ ,—‘to absorb the 
loans in the event of an emergency.” 
This defense bespeaks a singular 
failure to comprehend what is the 
nature and function for a central 
bank, or else a confusion of con- 
tradictory conceptions. 

There are two conceptions of a 
central bank, such as the Federal 
Home Loan Bank purports to be. 
The first is that lending by the bank 
to members should be done only on 
extraordinary, abnormal, or emer- 
gent conditions, and that the regular 
current borrowings by members 
should be done in open market 
among the institutions composing it. 
In order to discourage frequent re- 
sort to the reserve bank for bor- 
rowings, the lending rate of the 
central bank is kept well above the 


market, so that borrowing involves 
a penalty. Only in times of stress, 
will the member resort to the cen- 
tral bank and pay this penalty. 
Most of the time, therefore, the 
members are out of debt to the 
central bank and have little or no 
relations with it. 

The other conception is that mem- 
*ber borrowing should be an every- 
day normal operation; that the 
members should be encouraged to 
be in and out of debt to the central 
bank, recurrently as_ conditions 
change and warrant such borrowing 
and repayment; and that, to this 
end, the rate charged by the central 
bank should be below the market, 
not only obviating all penalty but - 
even allowing a sizable profit. The 
central bank is supposed to promote 
an even distribution of funds, to 
encourage members to do their duty 
and serve the community by bring- 
ing more reserve bank funds into 
use in their locality. 

Now a central bank should take 
a position above or below the mar- 
ket and stick to it and accept the 
consequences of its decision. The 
Federal Reserve Banks from the 
first decided to set their rates below 
the market and be of daily intimate 
service to the member banks. There 
have been few occasions when the 
borrowing privilege has _ been 
abused, and in those cases, the cen- 
tral bank has been recreant of its 
duty. The members are not estopped 
from borrowing all they desire from ~ 
institutions other than the Federal 
Reserve Bank and this bank makes 
no effort to prevent such borrowing 
if the member prefers to borrow in 
this way. 

The Federal Home Loan Bank 
seems never to have found its way 
and decided how it was to function. 
Nor has the Federal Home Loan 
Bank Board done any better. For 
the last four years, the system has 
kept its “short-term” rates above 
the market and has made borrowing 
there to be done at a “penalty”. It 
has, from that angle, interpreted its 
position as an emergency institu- 
tion, to be resorted to only when 
money could not be borrowed in 
open market at a cheaper rate. But, 
on the other hand, it has tried alto- 
gether too successfully, to prevent 
the members from borrowing in the 
open market and thereby avoiding 
that penalty. 

There can be no question of the 
propriety of the Federal Home Loan 
Bank keeping its loan rate below, 
or at least not above, the market 
rate. That is the only way it can 
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give a decent service to the mem- 
ber institutions. It was not the in- 
tention of Congress to have these 
banks function as emergency insti- 
tutions only. The Roosevelt Ad- 
ministration, which has been so 
anxious to have funds percolate into 
the community and to make the 
home construction industry flourish, 
should long since have observed 
how the present conception of the 
Federal Home Loan Bank defeats 
that end. If it had been intended 
that members could borrow at the 
Federal Home Loan Banks only at a 
penalty rate—at the present time 
three or more times the market 
rate—there would have been writ- 
ten into the law express provision 
for borrowing from outside sources, 
and undoubtedly precautions would 
have been taken to obviate monop- 
olistic pressure by the Federal 
Home Loan Bank against any out- 
side borrowing except under oner- 
ous terms and conditions. 


The narrowness and confusion 
of view of some of the Federal 
Home Loan Banks in this matter are 
expressed in their answers to the 
direct question: “If the member 
can borrow short-term money from 
outside sources at a rate lower than 
the Federal Home Loan Bank offers, 
do you think the member should 
borrow from the outside sources at 
a rate lower than the Federal Home 
Loan Bank offers. Do you think the 
member should borrow from the 
outside source rather than from the 
Federal?” 


One answer was: “No. Such 
lower rate can be only temporary 
and we believe every member 
should support its own reserve sys- 
tem.” 


Another bank boasted that, due 
largely to its “sales work among 
the member institutions,” they have 
resisted the solicitations of the com- 
mercial banks “for loan business at 
short time rates substantially below 
the short time rates’ of the Fed- 
eral. 


The members were taught to say: 
“We prefer to patronize our Fed- 
eral Home Loan Bank because, when 
troubled times come again, we ex- 
pect to look to our Federal Home 
Loan Bank for credit rather than 
to commercial banks which shut off 
our credit at the time when we 
needed it most. We would rather 
pay a little more interest today to 
the Federal in order to help that 
bank rather than to borrow money 
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elsewhere at cheaper rates.” The 
success of the bank’s sales work is 
evident from the fact that, in this 
district, the borrowings from out- 
side sources amounted to 4% of 
the total assets of the members, as 
compared with 4.3% from the Fed- 
eral. 

Because commercial banks are 
not permitted by law to make long- 
term loans except on real estate, the 
borrowings of member savings and 
loan associations from them are 
short-term. Some of the Federal 
Home Loan Banks are tolerant of 
such outside borrowing provided 
that the loans are actually short- 
term and are negotiated with the 
understanding that they are to be 
paid at maturity and not renewed 
from time to time. They regard it 
as unsound practice for a member 
to borrow from a commercial bank 
for the purpose of relending or with 
the idea of continued renewals of 
short-term paper. They do not ob- 
ject, particularly in the smaller 
communities, to a member borrow- 
ing for from 30 to 90 days to meet 
temporary demands. By such tol- 
erance they cultivate goodwill 
among the commercial bank frater- 
nity. 

The Boston Bank has so sewn up 
its hegemony over members’ out- 
side borrowings that the commer- 
cial banks of that city will not 
make a loan to a member without 
the express previous approval of 
the Federal of the terms and condi- 
tions of the loan. 

The only Home Loan Bank that 
really recognizes the members’ 
legal and proper right to borrow 
from outside sources, makes no 
effort to discourage members from 
borrowing outside, levies no penal- 
ties of any kind against a member 
that does borrow outside, and 
frankly states that it believes a 
member should borrow outside if it 
can get funds cheaper, is the Federal 
Home Loan Bank of New York. The 
management of this bank acknowl- 
edges that this institution cannot 
hope to lend as cheaply as commer- 
cial banks can against Government 
securities or on call; that its duty 
is to encourage the most econom- 
ical management of its members and 
not selfishly to try to force its mem- 
bers to borrow exclusively from it, 
thereby alienating both members 
and commercial banks; and that its 
proper function, as a central insti- 
tution, is to stand by and absorb 
these loans if emergency arises. 
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We Taught Our Customer 


(Continued from page 396) 


we lose both the loan and friend, 
declared that ‘borrowing dulls the 
edge of husbandry.’ 

“In a broad philosophic sense, of 
course, there is much truth in those 
old sayings. Practically, however, 
they reflect the economic viewpoint 
of the stone age. 

“To illustrate: For nearly ten 
years now, it is the lender who has 
been ‘servant’ to the borrower, 
rather than the opposite. Seldom, 
if ever, has there been such an 
over-abundance of credit, such a 
dearth of borrowers, such _ long- 
continued low interest rates. How- 
ever, there have been other periods 
when the reverse was true. It, 
therefore, follows that neither bor- 
rower nor lender can enjoy a 
permanent advantage. A good loan 
is a good bargain between equals. 

“As to Franklin’s sorrowing bor- 
rower: Until Franklin’s day the 
world had always done most of its 
work my hand. But Franklin him- 
helf, with his experiments in elec- 
tricity, was one of a group of scien- 
tific pioneers who were about to 
usher in the machine age and the 
modern industrial era. He could 
not know that, in the next century 
and a half, the world’s population 
and wealth would vastly increase, 
and that for the first time in his- 
tory, there would be _ potential 
plenty for all, and actual plenty for 
most. Had he foreseen all of this, 
including the marvelous develop- 
ment of credit instruments in the 
past century, Franklin might in- 
stead have been the author of the 
saying, ‘Bank credit is the very 
lifeblood of modern business.’ 

“As to borrowing dulling the edge 
of husbandry: Which is the poorer! 
husbandry—to pay rent for 3 
lifetime, or to become a_ home 
owner through arranging a mott- 
gage and then paying it off gradu- 
ally out of income? Is it bad busi- 
ness to arrange a commercial loan 
to buy raw materials or put salable 
goods on one’s shelves? Is there no 
advantage in a merchant’s bringing 
a customer’s note to the bank t 
have is discounted? Do investol 
pledge securities and raise capitd 
in order that they may prosper les 
than more? If individual men ani 
women err in capitalizing on thei 
character and earning power i 
order to have immediate use ani 
enjoyment of goods and servicé 
well within their means, then many 
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It’s Specialized= 


To fit your need for complete, accurate, 
and reliable business information. 


It’s Convenient= 


On your desk it is an accurate ready ref- 
erence on security, grain, petroleum, coal, 
livestock and commodity quotations. 


It’s Concise= 


Avoiding massive generalities, saving your 
time because it gives you the business 
facts you need in the most usable form. 


It’s Informative- 


Reporting conditions in all fields of indus- 
try and finance—covering Washington 
developments completely and without bias. 


It’s Worth Investigating— 


If you are not now a daily reader of the 
Chicago Journal of Commerce, write for 
three consecutive copies—we will gladly 
send them to you without charge. 


Chicago Journal of Commerce 


AND LA SALLE STREET JOURNAL — 
12 East Grand Avenue Chicago 


“The business man’s daily newspaper” 





people are miserable economic 
sinners; for nowadays, many people 
are instalment buyers. 


“These thoughts on lending sug- 
gest to us that a chart of the 
various classes of bank credit 
available at The Trust Company—a 
Borrower’s Guide, so to speak— 
might be interesting. We have 
worked out one and present it on 
the inside pages. Perhaps it will 
give you or friends of yours a 
better idea of the way The Trust 
Company is organized to extend 
bank credit to all classes of worthy 
borrowers.” 


It is safe to say that we have 
had more comment about this issue 
than any other we have had printed 
in over three years. Copies have 
disappeared from our counters very 
rapidly. 

It is rather difficult to give any 
specific example of a customer 
using this guide but several people 
have asked us about our plan for 
arranging F.H.A. mortgages and 
have had our Journal in their 
hands when making inquiry. This 
also applies to an increased interest 
in personal loans. These two fields 
are fairly new to us so we are en- 
couraged to believe our advertising 
has had effect. 


How The Law Controls 


(Continued from page 403) 
of brokers, newspaper advertising 
or any other reasonable method. 
The trustee also may be authorized 
to enter into leases for reasonable 
periods, but to be sure that this will 
not be construed as doing business, 
leases should include clauses allow- 
ing cancellation in the event of 
sale. (2?) 

Bondholders’ committees and trusts 
organized to handle foreclosed prop- 
erties present some extremely in- 
tricate problems. These committees 
consistently maintain that their 
chief purpose is the liquidation of 
the security taken over on behalf 
of mortgage bondholders. In order 
to accomplish this, they insist that 
the defaulted property must be 
held until the market for real estate 
improves; that, in the meantime, it 
is absolutely imperative that the 
premises be rented at the best terms 
obtainable and whatever repairs or 
improvements are required to at- 
tract tenants be made. 


The government has taken the 
position that these are the ordinary 
activities of a real estate manage- 
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ment company and that the com- 
mittees and any trusts created to 
hold title to foreclosed property 
are organized to carry on a profit- 
seeking business. In support of this 
argument, the Bureau of Internal 
Revenue has pointed out the many 
similarities to corporate organiza- 
tion and the broad, uncontrolled 
discretion granted to trustees and 
members of these committees. 

Based on evidence of widespread 
business activities and the power to 
buy new property, operate the de- 
faulted property for an indefinite 
period and engage in the real estate 
business generally, a bondholder’s 
committee has been held taxable as 
an “association”. Several factors 
were present in this case which 
may not prevail elsewhere. Yet, the 
decision in Jackson vs. U. S.(4%) is 
highly significant and merits the 
attention of all fiduciaries. 

A bondholder’s committee ac- 
quired title to a public market in 
Los Angeles at a foreclosure sale in 
1929. Old leases were taken over 
and new ones executed; taxes, in- 
surance and operating expenses 
were paid out of the rentals col- 
lected. Substantially all of the net 
income was passed on to the bond- 
holders who had accepted certifi- 
cates of deposit issued by a bank 
acting as depository. 

For 1929, 1930, and 1931, corpor- 
ation income tax returns were filed 
and taxes were paid on the basis of 
the committee being an “associa- 
tion” operating a public market. 
But, for years subsequent to 1931, 
fiduciary returns were filed and no 
tax was paid on the ground that the 
committee was trustee of an express 
trust and had no taxable net income 
since it was entirely distributed or 
distributable to the beneficiaries. 
When claims for refund of 1930 and 
1931 taxes were rejected, suit was 
filed in the U. S. District Court. 
Judgment was entered for the de- 
fendant on the ground that the 
Bondholder’s Agreement failed to 
show that liquidation was the pri- 
mary purpose for which the com- 
mittee was organized. 

This conclusion of the District 
Court seems correct in view of the 
language used in the Agreement. 
It was provided that all bonds and 


(12)See: Broadway-Brompton Buildings Liqui- 
dation Trust 34 BTA. 1089 (organized 
solely for liquidation); Frederick Pitzman, 
Trustees, 36 BTA. 81 (purpose of liqui- 
dation declared in trust instrument); Wil- 
liams Trust (1939) 39 BTA. No. 80 
(business trust, even though power to 
reinvest was lacking.) 

(13)(1938) 25 F. Supp. 
P9025. 

(14)(1938) 96 F (2d) 3387, 384 CCH P9279. 


613, 394 CCH 


coupons deposited thereunder were 
to be held by the depository 
“**until, in the judgment of the 
committee, there shall no longer be 
any necessity for any action by the 
committee**”. It stated further 
that the committee was empowered 
to expend any money realized from 
the bonds or other sources: 


“**for such purposes as in its 
uncontrolled discretion it deems 
to be for the best interest of 
the depositing bondholders; 
**and to take possession or con- 
trol of and/or operate all or 
any of the mortgaged property 
and other property acquired by 
or on behalf of the commit- 
tee". 


The court ruled that this section 
of the agreement granted the com- 
mittee full power to do whatever 
its members saw fit. In fact, mem- 
bers of the committee testified that 
no determined effort had been made 
to sell at a reasonable price, but 
that they had made a practice of 
granting short term leases of public 
market stalls in order to gradually 
increase the income. Their purpose 
was to work up the property to the 
point where it could be sold for 
enough to return the original in- 
vestment. It was held that the ex- 
istence of an intention to liquidate 
only if business proves unprofitable 
did not change an otherwise taxable 
association into a liquidating trust. 


Form Of Organization 


If the purpose of a trust cannot 
be determined from the instrument 
creating it, then the form of organ- 
ization and activities of trustees be- 
comes the controlling element. Re- 
semblance to a corporation is still 
important, but emphasis on that 
phase of trust operation seems to be 
diminishing. 

In Kilgallon vs. Commissioner, '!*’ 
the court stressed the necessity of 
proving that the beneficiaries vol- 
untarily joined together in a com- 
mon business enterprise. So, if 
parties are already working to- 
gether in a business and form a 
trust which takes over and con- 
tinues their activities, an ‘“‘associa- 
tion” results. But, if a trust is 
created and shares of beneficial in- 
terest are issued to the lawful heirs 
of the settlor, there is no voluntary 
joining in a common plan for the 
conduct of a profit-seeking enter- 
prise. Therefore, the trust is nol 
taxable as an association. Also, if 
a family trust has the further ele- 
ment of a continual and material 
reduction in the value of its hold- 
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ings, it can escape corporation in- 
come taxes on the ground that 
liquidation is its primary pur- 
pose. (15) 

An increase in the number of 
beneficiaries does not automatically 
convert a strict trust into a busi- 
ness association. If there is a pre- 
vailing business motive, limiting the 
trust’s holdings to one building or 
failing to exercise all of the poten- 
tial powers by which the trust as- 
sets could be increased is of no con- 
sequence. 

One case even holds that the 
absence of a written trust agree- 
ment does not affect taxable status; 
when the facts show business activ- 
ities by the trustees and a volun- 
tary union of the beneficiaries in the 
hope of making a profit, there is an 
“association” which is taxable as a 
corporation.(/6) Likewise, it is not 
necessary to issue certificates or 
shares, provide for shareholder’s 
meetings or allow them any voice 
in conducting trust affairs by means 
of voting, election of officers, select- 
ing successor trustees or otherwise. 

Recently, a distinction has been 
made between business trusts and 
a sales agency arrangement in 
which title to property and author- 
ity to execute deeds is placed in a 
trustee, but a separate individual 
is named as “trust manager” with 
all powers usually granted to an 
agent selling on commission. 

This plan was passed upon by the 
Supreme Court in Commissioner vs. 
Lewis & Co.(47) and held to be an 
ordinary sales agency with the trust 
being used as a convenient means 
of carrying into effect the sales 
made by the agent. It seems that 
this method of operation will be 
confined mainly to the subdivision 
of a large tract of land or the dis- 
posal of an issue of securities under- 
written by an investment house or 
syndicate. Any smaller undertak- 
ing would hardly justify the ex- 
pense and additional work involved. 


Activities 


Exactly what constitutes “busi- 
hess activities” cannot be defined in 
broad enough terms to cover all 
cases. It is obvious, of course, that 
profit-seeking must be the predom- 
inant hote in all that the trustees 
do. Owning and operating a golf 
club, a group of apartment build- 
ings, an oil well, a public market, or 
Purchasing title to patents and 
issuing licenses to manufacturers 
comes within the recognized scope 
of business activities.(7%) 

How much emphasis is to be 
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placed on business activities is still 
doubtful, but it is evidently assum- 
ing larger importance. Some 
authorities predict that eventually 
it will be the deciding factor in all 
cases. It is clear, however, that 
neither the size, value or rate of 
increase in holdings has any bear- 
ing on the issue.(/9) 


(15) Davidson vs. U. S- (1938) F. 

, 894 CCH P9260. (trust organized 

by father, no association) See also: M. 

Thomas Green Trust va. Commr. (1938) 

BTA. memo. op. Docket No. 89344, CCH 

Dee. 10, 551C (liquidating trust formed 

by heirs); Lee H. Marshall Heirs, etc. va. 

Commr,. (1939) 39 BTA No. 
trust formed by heirs). 

(16)Thrash Lease Trust vs. Commr. 
99 F (2d) 925, 384 CCH P9582. 

(17) (1937) 301 U. 8S. 385, 57 8S. Ct. 
374 CCH P9511. 

(18)Automatic Refrigerator Corp. vs. Harri- 
son (1939) F, Supp——, 394 CCH 
P9472 (owning patents); other activities 
are disclosed in cases cited above. 

(19)Swanson vs. Commr. (1936) 296 U. 8S. 
362, 56 S. Ct. 283 (limitation on bene- 
ficiaries and failure to use powers for 
increasing holdings is immaterial); Hel- 
vering vs. Coleman-Gilbert Associates, 296 
U. S. 369, 56 S. Ct. 285 (size of organi- 
zation is not controlling); Ross Lewis 
Trust vs. Commr. (1939) BTA. CCH Dee. 
10, 679 R (stresses duration of Trust and 
business purposes.) 


Supp. 


17 (business 
(1938) 
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Lower Costs For Handling 

(Continued from page 395) 
banks. In most areas where this 
system is in effect, independent 
merchants, chain-store managers, 
and others have not only shown a 
willingness to cooperate but have 
actually asked to be notified of any 
new users of the system, so that 
they may voluntarily extend their 
cooperation in that community or 
to that new user. 

The experience of the bank in the 
southern cotton mill city, where 
less than 1% of the checks are pre- 
sented at its windows for cashing, 
is by no means unique. Nor is its 
success in doing away with the 
problem of lobby congestion on pay 
days at all uncommon. But banks 
who have discovered this advantage 
have also noted other advantages, 
one of the principal of which is the 
“float” from which the bank may 
derive an income. Obviously, if 
checks are presented for cashing at 
the bank’s window almost immedi- 
ately upon their issuance, there is 
no elapsed time during which the 
bank might employ the funds. 
Hence there is no earning income. 
But where checks are cashed by 
merchants, perhaps over a wide 
area, there is a certain amount of 
time which will elapse—as has 
been repeatedly proven—before the 
checks return to the bank to be 
honored. A conservative estimate 
reveals that in the case of weekly 
payrolls cashed by merchants, 


about half of the total payroll 
amount is constantly outstanding, 
which gives the bank that amount 
of money as an almost permanent 
source of earnings. 


The cost to the bank for hand- 
ling is greatly reduced, for the 
checks are returned through the 


, regular clearings, without creating 


peak loads, either at the windows 
or in posting. Beyond that, these 
checks are so distinctive in appear- 
ance that they are quickly sorted 


and can be run up and posted all 
at one time. 


This simple idea of encouraging 
employers to adopt an _ easily- 
recognized, readily-negotiated and. 
completely-protected payroll check, 
may well prove the most accept- 
able current answer to the problem 
of payroll costs and inconvenience 
which the banks have had to 
assume in the interests of safety to 
their communities. By the use of 
this device, the bank itself elimi- 
nates lobby congestion and extra 
overhead arising therefrom, elimi- 
nates any annoyance on the part of 
other depositors who are deprived 
of the servce they expect, eliminates 
a very large proportion of the 
actual cost of handling the checks 
and establishes a new source of 
earnings from “float,” entirely 
apart from any compensating bal- 
ances which may be required. 


Simultaneously, the employee is 
protected—as banks have felt that 
he should be—by the receipt of a 


check instead of cash. The em- 
ployer escapes the dangers and 
losses inherent in cash payroll hold- 
ups, with the possibility of the loss 
of life or the wounding of a loyal 
employee. 


To the interested observer, the 
whole matter might be summed up 
in this wise: banks would like to 
see a continuance and even an ex- 
pansion of payroll by check, if that 
could be accomplished without add- 
ing materially to the bank’s costs 
and without inconveniencing other 
patrons. The use of this payroll 
system distributes a large portion 
of the cost of handling such checks 
among the merchants of the neigh- 
borhood, and by the same process 
obviates congestion at a single cash- 
ing point. Merchants are delighted 
to absorb these items of expense 
which would otherwise fall on the 
bank, because the service is a real 
source of business and because they 
are adequately insured against 
losses in the process. 
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462 Tested Ideas 


Published Since January 1, 1939 


Here is a resume of the useful plans and methods described by our 
banker contributors in the 6 issues of 1939. They are published here 
for quick reference use. This list emphasizes the practical nature of 
Bankers Monthly, and shows the wide variety of subjects treated. 


ACCOUNTING 


Efficient Bookkeeping With Group 
Control 
On page 16, January, 1939 issue 

HOW THE CONTROL WORKS 

1. Deposits are collected frequently, 
the teller retaining a cash ticket. 

2. A calculator operator proves the 
deposit ticket items. If an error is found, 
that deposit ticket is laid aside, while 
the balance are proved, tabulated on the 
control machine, and distributed for 
posting. ; 

3. On the tape proof, totals of deposits 
as well as group totals are recorded, the 
same totals being listed simultaneously 
on the back of the last deposit tag. 

4. After posting customers’ ledgers, 
bookkeepers make a combined proof of 
debits and credits, which is compared 
with control sheet totals. 

5. Tellers make their final proof by 
counting cash, totaling cash items on the 
Teller’s Cash Release, and running cash 
paid items. 


Cost Accounting For Small Accounts 
On page 152, March, 1939 issue 
WHAT CAN BE DONE WHEN 
COSTS ARE KNOWN 

1. Small balance checking accounts 
may well be encouraged, and they can be 
handled at a profit. 

2. Present charges should be compared 
to costs to determine whether the small 
balance customers pay the bank a profit. 

3. A system of charges can be worked 
out which can be made attractive to 
everyone. 


Our Central Proof Department Saves 
Time For Busy Tellers 
On page 346, June, 1939 issue 

THE PROOF DESK ROUTINE 

8:45 A. M. to 9 A. M.—Federal cash 
letter is proved. 

9 A. M. to 9:30 A. M.—Loeal clearings 
proved and entered on proof sheet. 

9:30 A. M. to 12 A. M.—Deposits from 
tellers and deposits received by mail are 
proved. 

1 P. M. to 1:30 P. M.—List of checks 
deposited are run for the bookkeepers. 

1:30 P. M. to 3 P. M.—Deposits from 
tellers are proved and checks listed. 

3 P. M. to 3:30 P. M.—Clearing house 
checks for the day are listed and made 
ready for the morning clearing. 

3:30 P. M. to 4 P. M.—Final balance 
is run. 
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ADMINISTRATION 


Functional Organization Needed 

On page 131, March, 1939 issue 

FIVE BASIC CONSIDERATIONS IN 
IMPROVEMENT OF MANAGEMENT 

1. The chief officer of a bank cannot 
succeed if he is a ‘‘solo’’ worker; he 
must have the executive ability which 
lets others assume responsibility and 
work out their own technique. 

2. Titles should indicate the type of 
work done by the title holder. 

3. Each worker should be made to feel 
that his work is important. 

4. Many customers are more likely to 
be frightened by officer titles than to be 
impressed by them. 

5. Friendly and sympathetic under- 
standing with no title at all has develop- 
ed more business than an austere attitude 
on the part of a vice president. 


Weekly Officers’ Meetings Develop Ideas 
On page 208, April, 1939 issue 

FOUR IDEAS DEVELOPED IN THE 

OFFICERS’ MEETINGS 

1. The most effective public relations 
plan the bank ever used. 

2. A graphic method of presenting the 
bank’s services to customers. 

3. A system for the prevention of 
errors in customers’ statements. 

4. A policy regarding selling adver- 
tising space on the bank building. 


ADVERTISING 
Bank Trade-Marks Aid Public Relations 


On page 18, January, 1939 issue 
SIX THINGS TO REMEMBER ABOUT 
TRADE-MARKS 


1. A trade-mark may consist of any 
distinetive picture, symbol, style of 
writing, signature, word or device. 

2. Bank trade-marks are not register- 
able, but may be protected by advertising 
copyright. 

3. The trade-mark should be simple in 
design, striking and unusual, easy to 


reproduce, and (if possible) with a natur. 
al ‘‘tie-up’’ to the bank using it. 

4. It should be adaptable to letter. 
heads, envelopes, drafts, checks, check 
book covers, statements, newspaper ads, 
window displays, signs—on anything of 
the bank’s which the public uses or sees, 

5 The bank should select one charae- 
teristic symbol and use it exelusively 
wherever a trade-mark can be used. — 

6. The greatest value of a trade-mark 
lies ‘in its constant repetition—never 
negleet an opportunity to place it before 
the public, any place or in any form. 


BUILDINGS 


Improved Heating Makes Building Profits 
On page 78, February, 1939 issue 


EIGHT CHANGES WHICH MAY BE 
NEEDED TO IMPROVE A 
HEATING SYSTEM 


It is seldom that all are needed, but 
this is a useful check list to use in an 
inspection. 

1. Extra coils are installed in the fire- 
box. 

2. Automatie heat control devices are 
attached to the heating system. 

3. Heating pipes are properly insulated. 

4. Valve seats are replaced when neces- 
sary. 

5. Cold air return duets in warm air 
heating systems are enlarged if too small. 

6. A blower-filter unit is added to force 
hot air delivery. 

7. Submerged hot water 
place the individual type. 

8. Automatic stokers are installed. 


heaters re- 


Air Conditioning Increases Hospital 
Income 
On page 266, May, 1939 issue 


MONEY BENEFITS FROM AIR 
CONDITIONING HOSPITALS 


1. The Baylor Hospital, Dallas, Texas, 
charges $15 per week more for air-condi- 
tioned rooms and has had a 10% inerease 
in occupancy as a result, and the news 
has been spread only by word of mouth. 

2. Another (112-bed) hospital reports 
that the cost of air conditioning ($20, 
000) was paid out of increased earnings 
in slightly over a year. 

3. The Corey Hill Hospital in Brook- 
line, Mass reports an increased number 
of patients, many of whom had formerly 
gone to other parts of the country ‘*for 
their health.’’ Also, the patients remain 
in the air-conditioned rooms longer than 
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Noise Costs Too Much 
On page 272, May, 1939 issue 


EIGHT IMPORTANT FACTS ABOUT 
ACOUSTICS IN BANKS 

j. Acoustical treatment reduces the 
noise in a bank workroom from 40% to 
55% 

2. ‘Intermittent noises are natural 
magnets for attention, momentarily draw- 
ing the workers’ thoughts from the work 
at hand. 

3. Slow production is the rule in noisy 
workrooms. 

4, Noise induces fatigue and encour- 
ages errors. 

5. Errors are reduced in proportion to 
the reduction in noise. 

6. The reduction of noise is as impor- 
tant as the improvement in lighting, for 
acoustics is to the ears what lighting is 
to the eyes. 

7. Output increases about 10% when a 
noisy workroom is made quiet. 

8. It is easier for officers to deal with 
customers in acoustically treated rooms. 


CLEARING HOUSES 


Our Regional Clearing House Provides 
Uniform Practices For Member Banks 
On page 356, June, 1939 issue 

FIVE BENEFITS FROM THE 

REGIONAL CLEARING HOUSE 

1. Exchange on out-of-town checks is 
now charged. 

2. Uniform service charges were made 
possible by the clearing house. 

3. Bank forms are being studied and 
standardized to make the best known 
forms available to all. 

4. Credit information is exchanged. 

5. A list of recorded real estate and 
chattels is supplied members. 


CORRESPONDENT BANKING 


No Limit To Correspondent Bank 
Services 
On page 70, February, 1939 issue 
SOME SERVICES GIVEN BY 
CITY CORRESPONDENTS 
Credit information on 
or corporations. 
2. Information on any subject of im- 
portance to the country bank. 
3. Experiences with loan departments 
and systems. 
4. Information on 
bonds. 
5. Prompt shipment of currency. 
6. Prompt clearance of transit items. 
7. Personal assistance to country bank 
customers visiting the city. 
8. Experiences with bank 
and forms. 


individuals 


companies issuing 


equipment 


City Purchasing Officers Help Country 
Banks 


On page 134, March, 1939 issue 


DEFINITE AID WAS GIVEN 
ON THESE SEVEN JOBS 

1. The modernization of 
routine. 

. The selection of new equipment. 

3. The standardization of forms. 

4.The improvement of purchasing 
technique. 

5. The planning of a 
pondence file. 

6. The effective destruction of waste 
paper and carbon paper from which con- 
fidential information might be obtained. 

7. The selection of the right paper 
stock for each form. ' 
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DEALER CREATED LOANS 


Maryland Bank Benefits From Feed Sales 
On page 33, January, 1939 issue 

FOUR FACTS ON FEED LOANS 

1. Loans to buy feed for livestock 
must be based on a knowledge of the 
farmer’s ability and of the value of sup- 
plementary commercial feeds. 

2. It is desirable to have one director 
who is a specialist on livestock feeding 


and who keeps in censtant touch with » 


new ideas. 

3. Feed loans constitute the safest 6% 
investment a bank can get, because there 
is a daily cash market for livestock and 
dairy products. 

4. Properly educated, most farmers 
learn to look upon bank borrowing as a 
natural business transaction—and upon 
the bank as the natural place to do all 
of their borrowing. 


Our Dealers Help’Us Find Loans 
On page 84, February, 1939 issue 
HOW NEW LOANS ARE CREATED 
1. The local feed dealer either takes or 
sends to the bank a farmer who is in 
need of money to buy feed, livestock, or 
farm equipment. 
2. A farmer who wishes to buy baby 
chicks is referred to the bank. 

A credit is often set up at the sug- 
gestion of the local feed dealer, and the 
farmer draws against this as he needs 
feed. 

4. Young people are encouraged to go 
into enterprises in which the bank officer 
thinks they can succeed. 


Why One Dealer Succeeds And Another 
Fails 


On page 268, May, 


CHARACTERISTICS OF THE 
DEALER WHO FAILED 

Uninspiring. 

Lazy. 

Untactful. 

Illogieal. 

Uses nothing supplied by manufac- 
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1, 
2. 
3. 
4. 
5. 


turer. 

6. Works hit or miss. 

7. Maintains no follow up. 

8. Usually gets his scales by an un- 
warranted allowance on trade ins. 

9. Skimps on capital by not borrow- 
ing. 

10. Always urges the customer to bor- 
row from a finance company and is 
secretive about his business affairs. 


CHARACTERISTICS OF THE 
DEALER WHO SUCCEEDED 
Enthusiastic. 
Studious. 
Tactful. 
Logical. 
. Uses manufacturers’ helps. 
Maintains a list of prospects. 
. Keeps in touch with every 
tome r to be sure he gets good service. 
8. Never allows too much for used 
trade ins. 
9. Uses bank money in quick turnover 
loans. 

10. Gets the banker’s co-operation by 
encouraging buyers to borrow locally and 
by informing the banker on all phases of 
his business. 


noe 
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Our Feed Dealer Creates New Loans 
For Us 


On page 281, May, 


THE TECHNIQUE OF THESE LOANS 

1. Each boy must be approved (as to 
his qualifications as a feeder) by his 
agricultural teacher. 
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2. The boy must have facilities for 
taking care of the livestock. 

3. The fathers are required to endorse 
the notes. 

4. Notes are made from $20 to $250 
each, at 6% simple interest. 

5. Notes under $50 are used as collat- 
eral for a note signed by the dealer. 

6. Notes over $50 are taken without 
recourse and the collections are made 
direct from the customers. 


We Help Insure Our Dealers’ Success 
On page 330, June, 1939 issue 


SOME OF THE HELPS A 
DEALER GETS 


1. How to organize his business. 

2. How to arrange his showroom and 
service department. 

3. A complete accounting 
adapted to his size and location. 

4. A detailed training course for re- 
tail salesmen. , 

5. Programs for regular sales meet- 
ings. 

6. Methods of uncovering prospects. 

7. Sales helps—leaflets, mailing pieces, 
window posters, display banners, and so 
on. 

8. Statistical data about the product. 

9. A full analysis of the particular 
trade. territory. 

10. Complete data on competitive prod- 
ucts. 
11. Training on handling ‘‘trade in’’ 
and ‘‘re-sale.’’ 
Advertisements for local papers. 
Monthly selling programs and 
PF contests. 
14. A liberal franchise that protects 
the dealer’s interest. 


DIRECTORS 


Our Directors Go To School 
On page 67, February, 1939 issue 
SUBJECTS DISCUSSED AT 
DIRECTORS’ MEETINGS BY 
BANK OFFICERS } 
1. The technique of lending under the 
eight classifications in which the bank 
specializes: a. Automobile and farm ma- 
chinery; b. Personal; e. Household appli- 
ances; d. Open line; e. Collateral; f. 
Crop; g. On bills of exchange; h. Real 
Estate. 
2. How directors may aid in new busi- 
ness work. 
3. How trusts are administered by 
this bank. 
. The basis for bond buying policies. 
5. How branches are operated. 
. Modern banking equipment. 
. Insurance needed by the bank. 
. Reserves for recurring expenses. 
9. Supplementary services of the trust 
department. 
10. An analysis 
costs. 
An analysis of the various types 
of income. 
12. What our Profit and Loss state- 
ment demonstrates. 


FIELD WAREHOUSE LOANS 


How To Increase Loan Volume On Field 
Warehouse Receipts 
On page 21, January, 


FIVE PROTECTIVE STEPS 


1. Standard Practice Manual. This 
officers’ and employees’ guide book 
establishes the approved method of mak- 
ing loans with the greatest possible pro- 
tection. 

2. Warehouse Loan Condition Report. 
Statistical data on commodities on which 
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loans have been made is compiled from 
this basic report. It also summarizes the 
insurance information. 

3. Commodity Loan Book. This record 
summarizes the information from a num- 
ber of warehouse loan condition reports. 

4. Commodity Price Book. This is the 
record (posted once a week or oftener) 
of all the commodity grades, types, or 
dimensions which are pledged to the 
bank. 

5. Legal Opinions. The commodity loan 
department constantly calls upon the 
bank’s counsel for opinions on all phases 
of warehousing and on liens or taxes 
that might precede the bank’s loan. 


Build Bank Credit With Field 
Warehousing 
On page 142, March, 1939 issue 


FACTORS THAT MAKE GOOD FIELD 
WAREHOUSING LOANS 


1. A well managed company. 

2. A consistent record of profits. 

3. Substantial portions of profits left 
in the business. 

4. A security that is readily salable. 

5. Constructive, non-speculative pur- 
poses for using the loan. 

6. A bonded custodian of collateral to 
protect the bank’s interests. 


A Field Warehouse Arrangement Added 
To A Bank Customers’ Earnings 
On page 338, June, 1939 issue 


THE SIMPLE PROCESS OF SETTING 
UP A FIELD WAREHOUSE CREDIT 


1. The warehouse company leased the 
property from the owner. 

2. Signs were prominently posted 
stating that the property was a public 
warehouse. 

3. Control of the gasoline was assured 
by locks on the valves so that no un- 
authorized person could have access to 
the inventory. 

4. A warehouse agent was appointed 
by the warehouse company. (After care- 
ful investigation of his fitness.) 

5. This warehouse agent was bonded 
for the protection of the borrower and 
the bank. 

6. Detailed instructions were given the 
agent by the warehouse company with 
regard to his specific duties in the care 
of the bank’s collateral. 

7. The warehouse company then issued 
its non-negotiable warehouse receipts 
covering the inventory. 


FILES 


Signature Cards are Contracts 
On page 30, January, 1939 issue 


EIGHT FEATURES OF THE 
NEW FILE 


1. The signature records were changed 
to a visible file. 

2. A list of all incorrect and missing 
cards was given to each teller. 

3. Tellers obtained new _ signatures 
from these depositors when they came 
into the bank. 

4. The old cards are used in the new 
file, with name, address, and phone typed 
on a visible insert. 

5. The new file makes it much easier 
to detect signature forgeries. 

6. Bookkeepers list new, reopened, and 
closed accounts on colored seratch sheets. 

7. Weekly, one teller brings the file up 
to date from these sheets. 

8. The standard A. B. A. signature 
form is used, with an additional clause 
authorizing service charges. 
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FORMS 


Improved Statement Form Speeds Up 
Month-End Work 
On page 144, March, 1939 issue 


FOUR IMPORTANT SAVINGS FROM 
THIS SYSTEM 

1. A saving in the cost of paper stock 
was made by reducing the size of cus- 
tomer statements. 

2. The stub formerly retained by the 
bank has been eliminated with a redue- 
tion in cost and time. 

3. The name of the customer is now 
entered only once instead of twice, be- 
cause the carbon copy is now used for 
analysis. 

4. The date of each entry is 
entered once instead of twice. 


now 


Standarized Forms To Cut Working 
Hours 
On page 368, June, 1939 issue 


ELEVEN WAYS TO SAVE TIME 
AND MONEY 

1. Wherever possible, forms are of a 
basic standard note size—or multiples of 
that size. 

2. The name of each form is plainly 
printed at the top center of the slip. 

3. All forms are printed to fit type- 
writer spacing. 

4. Whenever possible several forms 
are printed together, to reduce press 
costs. 

5. By using the same paper stock for 
a number of forms, quantity discounts 
are possible. 

6. Type is left standing for permanent 
forms and re-orders are placed with the 
same printer, to reduce composition costs. 

7. Use of the ‘‘work and turn’’ 


printing method reduces press costs. 
8. Printing duplicate forms on dif- 
ferent stock is eliminated by a ‘‘ Dupli- 


eate’’ rubber stamp. 

9. Substitution of forms for individ- 
ual letters saves a great deal of time. 

10. Standardizatoin of paper colors for 
each department reduces confusion and 
lelays. 

11. Wherever possible, forms are de- 
signed for window envelopes, to elimi- 
nate time and errors in addressing. 


INVESTMENTS 


Commends ‘‘Middletown’’ Bond Policies 

On page 153, March, 1939 issue 

CONSIDERATIONS IN DEVELOPING 
AN INVESTMENT POLICY 

1. Determine how much the _ bonds 
owned could depreciate in market value 
before deposits would be touched. 

2. Compute the percentage of 
account to total assets. 

3. Determine the period of peak de- 
mand and low demand for loans. 

4. Determine the nature and stability 
of demand deposits. 

5. Compare the rate of interest paid 
on time deposits with the rate of income 
from bonds. 

6. Consider 
profits. 

7. Compute the percentage of total in- 
come represented by the bond account. 


bond 


the use made of bond 


The Monthly Bond Meeting Of The Bank 
Of Middletown 
On page 16, March, 

THE RESULTS OF THE MEETING 

Policy—U. S. Government bonds shall 
normally comprise at least 50% of total 
investments. 

Conclusions—1. The full amount avail- 
able to the bank will be subscribed when 
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the next issue is announced. 

2. Buying Government issues now jg 
largely a matter of speculating in ex. 
change rights, and the selection of dif. 
ferent issues is mostly guesswork. 

3. There are some advantages in hold. 
ing short-term Government bonds as wel] 
as advantages in owning long-term. 

4. The possibility of new policies for 
Treasury financing in 1941 must be eon. 
sidered. 

5. Interest rates are likely to remain 
low for a long time because the Treasury 
has a large amount of refunding to do 
and will make plans to keep rates down, 


LOAN COLLATERAL 


New Business Through Collateral Loans 

On page 146, March, 1939 issue 

THE TECHNIQUE OF HANDLING 
COLLATERAL 


1. In one operation is made (by using 
carbon paper): a collateral record, a 
customer’s receipt, and an interdepart- 
mental receipts to be signed by the eol- 
lateral teller and returned to the discount 
department for permanent filing. 

2. A collateral record is made on a 
large card on which complete deserip- 
tions and eurrent market values are 
entered. 

3. An entry is made for each security 
on a eross file where all the owners of 
one issue are brought together. 

4. The collateral is then turned over 
to the custodian of collateral and a re- 
ceipt secured, signed by the custodian 
and collateral teller. 

5. The securities are then filed in 
fireproof trucks which are protected by 
dual control locks. 

6. Notes are O.K.’d by three officers: 
an assistant to the executive head of the 
banking division, a credit officer, and the 
chairman or vice-chairman of the loan 
division. 

7. The auditing department examines 
the notes for proper initials, totals, dis- 
count, collateral, payments, and interest. 

8. The auditor checks with the col- 
lateral teller as to the filing of the 
securities. 

9. Onee a month, the auditor makes a 
physical verification of all collateral. 

10. Collateral is verified by contact 
with the borrower annually. 


SPECIAL SERVICES RENDERED 

1. Clipping coupons and handling pro- 
ceeds as the customer directs. 

2. Collecting called and 
bonds. 

3. Selling securities for customers. 

4. Handling satisfactory substitutions 
of collateral. 

5. Claiming stock dividends whenever 
necessary. 

6. Arranging a life insurance trust to 
relieve customer of insurance details. 


maturing 


Chattel Mortgage Loans Are Good 
On page 263, May, 1939 issue 


THE TECHNIQUE OF INSPECTION 
AND COLLECTION OF CHATTEL 
LOANS 


chattels 
officer who 


1. The 
bank 
loans. 

2. The farm is visited at intervals and 
the chattels are checked to be sure they 
are still in good condition. 

3. Assignment is taken of part of the 
borrower’s milk check—25% to 3314% 
depending on the credit rating of the 
farmer. 

4, The assignment is lodged with the 
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Why it pays to ADVERTISE in 
RAND MSNALLY BANKERS DIRECTORY 


IT HAS A PAID CIRCULATION SEVERAL 
TIMES LARGER THAN ITS NEAREST 
COMPETITOR AND LARGER THAN ALL 
SIMILAR PUBLICATIONS COMBINED 


RAND MSNALLY & CO. 


CHICAGO 
NEW YORK SAN FRANCISO 





milk buyer and a check for the bank’s 
share is sent direct to the bank. 


I Like Equipment As Collateral 


On page 274, May, 1939 issue 


ADVANTAGES OF MACHINERY 
AS COLLATERAL 

1. The serial number makes it easy to 
identify tractors and other machines 
which are serving as collateral. 

2. Farm equipment does not become 
obsolete as fast as some other machines. 

3. As long as a farm machine is serv- 
iceable, it is salable. 

4. A tractor does not die, and it is 
rare for one to be destroyed by fire. 


LOAN HAZARDS BY INDUSTRIES 


The Eight Loan Hazards Of The 
Knitting Industry 


On page 24, January, 1939 issue 


POLICIES WHICH AVOID LOSSES 
FROM CHARACTERISTIC HAZARDS 


The Hazards 

1. Obsolete equipment increases 
duction costs. 

2. Style changes in both materials and 
design may result in unsalable goods. 

3. Sales volume so small that only a 
few of each of a large number of styles 
ean be sold. 

4. Open orders, subject to cancellation, 
leaving goods on the manufacturer’s 
hands. 

5. Short seasons which limit sales when 
the local territory is the only one ecov- 
ered. 

6. Unseasonable weather which pre- 
vents the anticipated volume of sales. 

7. Boycott against the importation of 
raw silk which prevents volume manu- 
facture. 

8. Decline in raw material prices, if 
large amounts are bought ahead of actual 
needs. 


pro- 


The Policies 

1. New equipment is added from time 
to time as important improvements are 
made. 

2. Goods 
sold, and 
avoided. 

3. Sales are pushed over a wide terri- 
tory to get enough volume of business on 
each style number to make it profitable. 

4. No open orders are accepted. All 
orders must be for specified goods. 

5. A wider territory to lengthen the 
production season for each specialty line. 

6. Inventories are kept as low as pos- 
sible on all seasonal goods. 

7. A constant study of raw material 
markets is maintained, in order to be pre- 
pared for any necessary change. 

8. Inventories of raw materials 
never speculatively large. 


are manufactured only as 
carryover inventories are 


are 


A Candy Manufacturer’s Loan Hazards 
On page 86, February, 1939 issue 
POLICIES WHICH AVOID SERIOUS 
LOSSES IN THE CANDY INDUSTRY 
AND HAZARDS WHICH MAY 
RESULT IF POLICIES ARE 
NOT FOLLOWED 


Policies 

1. A definite program is to be main- 
tained to keep in touch with trends and 
developments in the candy and allied 
industries. 

2. Raw materials are not to be bought 
as a speculation. 

3. Buying and storing are to be 
planned with the possibility in mind of 
unexpected variations in consumption. 

4. Working capital is to be kept large 
enough to avoid excessive borrowing, and 
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sufficient to permit taking advantage of 
low markets in which to buy raw ma- 
terials. 

5. Production is to be planned well 
in advance. 

6. A consistent sales policy is to be 
maintained to keep the confidence of 
salesmen, jobbers, and retailers. 

7. Only honest and experienced per- 
sons are to be employed to manage the 
business. 

8. Packaging materials are to be 
budgeted on the basis of probable sales. 

9. Goods are to be made only on a 
carefully compiled schedule. 

10. Sales are to be made only when 
an adequate profit will result. 

11. An adequate cost accounting sys- 
tem is to be maintained and charges are 
to be placed on a fair basis. 


Hazards 

1 Loss of sales due to unexpected 
changes in the candy or allied trades 
which create serious competition. 

2. Losses from speculation in raw ma- 
terials. 

3. Losses from exeess buying or stor- 
ing without due consideration to prob- 
able consumption. 

4. Added expense because of inade- 
quate working capital and excessive bor- 
rowing. 

5. Over-supplies of finished goods due 
to production in volume without intelli- 
gent planning based on demand. 

6. Loss of customers due to an incon- 
sistent sales policy which destroys the 
confidence of salesmen, jobbers, and re- 
tailers. 

7. Expensive mistakes due to the em- 
ployment of inexperienced or dishonest 
people in managerial positions. 

8. Obsolescence of too large an inven- 
tory of packaging materials. 

9. Obsolescence and deterioration of 
excessive inventory, especially of season- 
al goods. 

10. Over-extension of sales territory 
with sales expense so great as to prevent 
profits. 

11. Prices placed too low to provide a 
profit because of the lack of adequate 
cost accounting. 


What Makes A Furniture Manufacturer 
A Good Loan Prospect? 


On page 282, May, 1939 issue 


WHEN THESE POLICIES ARE NOT 
FOLLOWED THESE HAZARDS 
MAY DEVELOP 
The Policies 

1. Management officials must have 
knowledge and experience in the business 
end so that their judgment will not be 
misled by competition. 

2. Adequate outlets must be main- 
tained so that enough volume may be 
maintained to assure a reasonable return 
on the money invested. 

3. Cost accounting must take every 
item of cost into consideration and prices 
must include both cost and adequate 
profits. 

4. Only samples of new designs are to 
be made until actual orders are in hand. 

5. Novelty and beauty of design will 
be the features on which new patterns 
are sold, rather than low price. 

6. Adequate capital is to be main- 
tained so that credit standing may be 
kept high. 

7. Obsolete machines will be replaced 
with new equipment as necessary. 

8. Dimension stock will be used to 
avoid waste lumber. 

9. Credits will be carefully judged 
and terms will be limited to 30 days 


when possible, and never over 60 days, 

10. Piece-work payments will be made 
whenever possible in order to thus eop. 
trol production costs. 


11. Adequate understanding and ¢. 


operation must be established with labor, 


The Hazards 

1. An effort to compete in price often 
destroys all possible profit if the manage. 
ment is not skilled in this phase of the 
business. 

2. Insufficient sales may result in no 
profits because of an overhead that js 
based on the total capacity of the plant, 

3. The lack of a complete cost ae. 
count may cause the manufacturer to 
sell a large part of his product at a logs, 

4. The making of large quantities of 
new numbers often results in closeouts 
which lose money. 

5. When price is the only feature of 
selling, there is great danger of profit 
margins being reduced to nothing or legs, 

6. Lack of adequate capital jeopari- 
izes the prompt deliveries of orders and 
so influences the manufacturer’s credit 
standing. 

7. Obsolete equipment increases costs 
as compared to costs of competitors who 
are adequately equipped. 

8. Enough lumber can be wasted to 
seriously handicap the making of profits, 

9. The careless granting of credit and 
the extension of terms to 90 days or 
more is likely to cause serious losses. 

10. When wages are on an hourly basis, 
costs often run up and prevent profits, 

11. Higher costs due to lowered labor 
efficiency. 


Characteristic Loan Hazards Of A 
Bakery 
On page 149, March, 


BAKERY MANAGEMENT POLICIES 
WHICH AVOID LOSSES 
The Policies 

1. Only quality products will be pro 
duced and sold. 

2. The most modern equipment will be 
used to keep down costs. 

3. Stores will be operated only in those 
locations where they can pay a profit. 

4, Assistance is to be obtained before 
planning and equipping a new bakery or 
an addition. 

5. Adequate capital is to be maintained 
even if it is necessary to sell additional 
capital stock. 

6. Overexpansion in plant 
ment is to be avoided. 

7. An adequate system of cost account 
ing will be maintained. 

8. A definite effort is to be made to 
keep in touch with other bakers, by 
attending conventions and reading trade 
papers, in order to understand competi 
tion and thus be prepared to avoid com 
petitive losses. 

9. Constant supervision will be mait 
tained over deliverymen and clerks be 
cause they represent the bakery to its 
customers. 
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or equip 


The Hazards 

1. Loss of trade from the reduction of 
quality to cut costs. ‘ 

2. Added labor and fuel cost by using 
equipment that has become obsolete. — 

3. Overexpansion by establishing add: 
tional stores in places where they cannot 
succeed. 

4. In an effort to save by buying 
secondhand equipment, a bakery may lt 
obsolete the first day it is used—and the 
cost of operation may, therefore, 
higher than the costs of competitors. 

5. Insufficient capital may  seriouslf 
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hamper operations or unwar- 
ranted loans. 

6. Overexpansion will tie up too much 
capital in non-turnover assets. 

7. Losses in one process may be cov- 
ered up by the profits in others and so 
excessive costs may not be discovered. 

8. Without knowing what other bakers 
are doing, obsolete products, equipment, 
and methods may increase costs to a 
danger point. 

9. A eareless driver or one. who is 
untactful or discourteous may cause the 
loss of customers who may never return. 


require 


Loan Prospects Of The Restaurant 
Industry 
On page 347, June, 1939 issue 
SAFE POLICIES AND POSSIBLE 
HAZARDS IN THE RESTAURANT 
BUSINESS 
The Policies 

1. The restaurant must be located only 
in a location where a profit can be made. 

2. Bank loans will be made to make it 
possible for the management to keep pace 
with shifting styles. 

3. The building front will be modern- 
ized in keeping with the street dress of 
the neighborhood. 

4. New equipment will be installed to 
keep up the quality of food and to keep 
down the cost of operation. 

5. A planned employee-relations pro- 
gram, ineluding regularly scheduled 
training and discussion meetings for the 
employees will be maintained. 

6. A simple but adequate cost system 
will be used. 

7. Attention will be given to standard- 
ization of portions of food served. 


The Hazards 


1. The location in a place where not 
enough customers can be secured may 
prevent profits. 

2. Failure to keep pace with facilities 
of other restaurants in the community 
may prevent profits. 

3. An unattractive building front often 
seriously reduces patronage. 

4. The obsolescence of apparatus often 
increases costs. 

5. Inefficient or inexperienced em- 
ployees discourage customers from com- 
ing back again as regular patrons. 

6. Lack of cost figures may result in 
prices for meals being too low. 

7. Guesswork as to the size of portions 
which satisfy the customers and make a 
profit often results in loss. 


LOAN TECHNIQUE 


New Loans Through Credit Insurance 

On page 76, February, 1939 issue 

THREE CASES WHERE A BORROWER 
NEEDS CREDIT INSURANCE 

1. To cushion the corporation against 
the sudden failure of one of its larger 
customers. 

2. As a protection against ‘‘Act of 
God’’ hazards (flood, eyelone, and so on) 
when all the customers are concentrated 
in one area, 

3. To provide a ‘‘delinquent debtor 
service’? when the company is not able 
to make successful collections. 


We Keep A Credit Index Of Our 
Community 
On page 157, March, 1939 issue 
FOUR STEPS IN ESTABLISHING 
THE CREDIT INDEX 
1. Credit ratings were first prepared 
for those who had borrowed at the bank. 
2. Then, whenever a_ resident was 
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Investment Bonds 


Our Bond Department buys for its 
Own account and recommends 
for investment State, County and 


Municipal bonds. 


It also maintains an active market in 
all issues of United States securities. 


The experience of seventy-five years 
and immediate contact with princi- 
pal cities makes this bond service 
particularly valuable to banks. 


Inquiries by telephone, wire or mail 
are invited and quotation sheets will 


be mailed on request. 


Telephone FRAnklin 6800 


Teletype CGO - - 


987 


The First National 
Bank of Chicago 


known to have made a purchase on 
credit, a file was started for him and 
information obtained from the dealer as 
to his promptness. 

3. Newspapers and other sources are 
watched for information regarding the 
settlement of estates which might add to 
the income and therefore improve the 
credit rating of some resident. 

4. Whenever a loan is made at the 
bank, a eredit card is issued which 
smaller borrowers carry with pride. 


Coordination Means Positive Loan 
Follow-Up 
On page 335, June, 1939 issue 
WHAT THE LOAN LEDGER 
CARD CONTAINS 


1. The customary information about 


the loans and the 


made. 

2. Brief facts about: 

a. Corporation resolutions 
b. Partnership agreements 
ce. Subordination agreements 
d. Guaranty agreements 

e. General pledges 

3. Authorization for deducting loan 
payments from the borrower’s checking 
account. 

4. A warning (a colored sticker) that 
the current financial statement has not 
been received. 

5. A white sticker to show that the 
loan has been criticized by the banking 
department. 


zranted savyments 
£ \ 


(Continued on next page) 
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462 Tested Ideas 


(Continued from preceding page) 


NEW BUSINESS 


Our Record System Stimulates 
Employees’ New Business Activity 
On page 278, May, 1939 issue 

HOW THE SYSTEM OPERATES 


1. Employees turn in reports of pros- 
pects and new business to their depart- 
ment head. 

2. The latter enters the information in 
a monthly Business Development Record, 
keeping a duplicate while the original 
goes to the Business Development De- 
partment. 

3. This keeps the department or branch 
manager in close touch with the new 
business activity of every employee 
under him. 

4. Differently colored slips are used by 
employees to report prospects and actual 
new business. 

5. Each slip is signed by the employee 
and the type of business involved is in- 
dicated with a check mark. 

6. The reverse of the manager’s month- 
ly report is a summary of staff activity 
for his department or branch. 

7. Each six months the activity of each 
employee is summarized, copies going to 
the president, the department head, and 
the employee. 

8. The president’s copy (after an ap- 
preciative letter from him to the em- 
ployee becomes a part of the personnel 
file. 


Personal Contacts Pay 
On page 340, June, 1939 
CONTACTS MADE BY MR. MANN 

1. He secures a list of prospective 
students from the registrar of the local 
college, and writes to them inviting them 
to use the banking facilities of his bank 
when they arrive in school. 

2. He frequently invites students to 
have a milk shake with him at the local 
drug store when he meets them on the 
street. 

3. He makes friends of the faculty 
and has over 65% of the faculty member 
bank accounts. 

4. He encourages students and faculty 
members to talk with him about possible 
loans if they are in need and makes many 
such advances. 

5. Often if the borrower cannot qual- 
ify under the bank rules, Mr. Mann lends 
the money personally. 

6. He interviews young men looking 
for jobs and gives them good advice and 
encouragement. 

7. He lends the books of his library 
to anyone in town who is interested in 
studying economics, money or banking. 

8. He is prominent in the local Rotary 
Club. 

9. He attends all of the college ath- 
letic and social functions. 

10. He attends all local business fune- 
tions and takes a prominent part in 
various business activities. 


PERSONAL LOANS 


Monthly-Payment Personal Loans 

Profitable 

On page 270, May, 
THE AVERAGES OF ALL BANKS 

REPORTING 

Number of years in which a personal 
loan department has been main- 
tained ) years 

Losses 16% 

Borrowers who are new customers 
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issue 
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for the bank 57% 
Amount of individual loan..........$204 
Applicants granted loans........... 75% 
Banks having special personal loan 

departments 


Our personal Loans Are Handled 
By Two Plans 
On page 332, June, 1939 issue 
TYPES OF CREDIT HANDLED 
BY EACH PLAN 

1. The Loan Plan 

Under the Loan Plan, the bank has 
announced that it will lend money to 
credit-worthy individuals with reason- 
ably assured salaries, for the purpose of 
paying piled-up bills, medical, hospital, 
and dental expenses, and for home im- 
provements or for payment of goods and 
services previously consumed, including 
taxes, small capital requirements, and 
so on. 
2. The Purchase Plan 

The Purchase Plan makes possible the 
buying of many kinds of merchandise, 
such as automobiles and household appli- 
ances, on a time-payment basis. 


PERSONNEL 


Scientific Personnel Management 
On page 209, April, 1939 issue 
FIVE SERIOUS PERSONNEL 
PROBLEMS 
The Situation 

1. It is natural for subordinates to 
resent superiors. This feeling is strong 
or submerged, according to conditions. 

2. Every person has the desire to be 
superior in one or several respects. 

3. Poor ventilation, lighting, and other 
unfavorable working conditions not only 
produce fatigue but increase irritability. 

4. Continuous work without rest 
periods reduces efficiency and makes the 
worker more conscious of his inferiority. 

5. A worker forced to do what he is 
not fitted to do well will decrease in effi- 
ciency rapidly, lose money for the bank, 
and develop a growing dislike for the 
institution. 


How To Cope With It 

1. The executive who is wise, leads his 
charges away from a conscious realization 
of his superiority. 

2. The executive increases efficiency 
by recognizing at frequent, appropriate 
intervals the respect in which each em- 
ployee is superior. 

3. Proper personnel management in- 
cludes the providing of the best of work- 
ing conditions for the job in hand. 

4. Well planned rest periods increase 
efficiency, reduce costs, and make more 
contented workers. 

5. A eareful study of all jobs and all 
employees may result in some adjust- 
ments which will greatly improve the 
service and have a tendency to reduce 
costs. 


How We Increased Employee 
Responsibility 
On page 328, June, 1939 issue 
THE TECHNIQUE FOR DEVELOPING 
GREATER RESPONSIBILITY 
Keynote of Plan: Employee motivation 
rather than direction from officers 


What The Officers Did— 

1. Began educating employees through 
informal example in helping handle cus- 
tomers when tellers were busy. 

2. Issued informal bulletins on 
policies concerning most frequent 
tomer problems. 


bank 
eus- 


3. Encouraged employees to ask ques. 
tions about bulletins. 

4. Guided and advised in developing 
programs for get-togethers. 

5. Adopted constructive 
made by employees. 

6. Rewarded employee interest with 
advancement, bonus, and profit-sharing 
plan. 


suggestions 


What The Employees Did— 

1. Be¢dame better acquainted with of. 
ficers and their point of view. 

2. Began asking questions about bulle. 
tin information. 

3. Suggested get-togethers. 

4, Planned program and discussion for 
employee get-togethers. 

5. Developed greater assurance in con- 
tacts with customers. 

6. Brought new business and more effi- 
cient customer relationship into bank. 


PUBLIC RELATIONS 


We Help Our Customers Succeed 
On page 6, January, 1939 issue 


A TESTED CUSTOMER RELATIONS 
POLICY 


1. All bank officers are readily avail- 
able at all times for a friendly conference 
with any and all customers. This willing- 
ness on their part to meet and talk with 
individuals develops confidence and 
friendliness of immeasurable value. 

2. In these conferences, it is decided 
whether a customer actually needs 
money, or ideas, or both, and he is 
advised accordingly. 

3. Friendly counsel is given on busi- 
ness operation and management and a 
sustained. interest maintained in the life 
and progress of customers. 

4. An operating statement and a 
statement of condition are required be- 
fore making a loan; with full considera- 
tion also given to character, experience 
and business ability. 

5. If a customer’s request cannot be 
granted, he is told frankly why, with sug- 
gestions of the best course for him to 
pursue, thus keeping friendly contact 
with him. 

6. Reciprocity in business among cus- 
tomers is encouraged. 

7. Employees are constantly urged to 
report new business prospects, customer 
needs, customer complaints, and sugges- 
tions for betterment of service. 

8. Every effort is made to encourage 
such a sincerity of service to customers 
as shall win their cordial respect. 


The Growing Importance Of Public 
Relations In Industry 
On page 200, April, 1939 issue 


SIX THOUGHTS ON 
RELATIONS 


1. Public relations deal chiefly with the 
question, ‘‘What does the general public 
think about this company?’’ 

2. It is easy to mistrust a company 
about which little is known. 

3. It is easy to mistrust statements 
against a company about which much is 
known, 

4. Because industry has been subjected 
to a campaign of mud slinging and falsi- 
fication, definite efforts need to be made 
to keep the public informed. 

5. A company selling nationally, needs 
to make itself nationally known. 

6. Men trained in the public relations 
field are able to estimate in advance 
what the public reaction to a course of 
action is likely to be. 


BANKERS MONTHLY 


PUBLIC 


fave 
ente 

2. 
is | 
that 
new 
mak 

3. 
advi 
reta 

4, 
to ¢ 
loan 

5. 
mar 
men 

6. 
mus 
othe 

7. 
clea 
user 


Buy 
On 





jUes- 
ping 
tions 


with 
ring 


. of- 


ulle- 


1 for 
con- 


 effi- 
ik. 


INS 


vail- 
rence 
ling- 
with 

and 


‘ided 
eeds 
ie is 


busi- 
nd a 


lence 


it be 

sug- 
m to 
ntact 


cus- 
“d to 
omer 


gges 


irage 
mers 


h the 
ublie 


pany 


nents 
ch is 


ected 
falsi- 
made 
needs 
tions 


vance 
se of 


HLY 


An Analysis Of Public Relations 

Technique 

On page 325, June, 1939 issue 
SEVEN FEATURES OF A 
PUBLIC RELATIONS PLAN 

1. The physical condition of the bank 
puilding, if kept modern, will have a 
favorable influence over the people who 
enter the lobby. 

2. The officer who opens a new account 
is likely to have the longest interview 
that any officer will ever have with the 
new customers. So, the impression he 
makes is most important. 

3. The public needs to be educated by 
advertising, to the difference between 
retail credit and bank loans. 

4, Loan officers have a responsibility 
to educate prospective borrowers whose 
loan applications must be turned down. 

5. The advertising and public relations 
manager must tune his public announce- 
ments to changing conditions. 

6. The advertising for personal loans 
must be written with the credit plans of 
other local institutions in mind. 

7. Banking policies should be made 
clear through the various publicity media 


used. 
PURCHASING 


Buying Organized And Costs Cut 
On page 195, April, 1939 issue 
THE INFORMATION WHICH IS 
INSTANTLY AVAILABLE 


1, Name of firm from which last pur- 

chase of any commodity was made. 

. Specification last used. 

. Quantity ordered and date of order. 
. Method of shipment. 

5. Terms of payment and price. 

6. Name of salesmen to whom order 
was given. 

7. How packages were labeled to 
avoid the necessity of tearing open a 
package when hunting for a form. 

8. Manufacturers supplying each item. 

9. The date of receipt of the latest 
eatalog. 

10. The page in the catalog on which 
the item is listed. 
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Improve Your Records 
With The Right Ink 
On page 198, April, 1939 issue 
SIX IMPORTANT CONSIDERATIONS 
IN GETTING THE BEST SERVICE 
FROM INK 

1. There is probably no writing ink 
made which is absolutely proof against 
erasure, 

2. But the blue-black writing fluid 
made by most large ink manufacturers is 
proof against serious deterioration be- 
cause of moisture, air, light, and heat. 

3. One of the chief needs in banking 
is an ink that will not easily be obliter- 
ated in case of immersion by water dur- 
ing the fighting of a fire. 

4, So-ealled quick-drying inks are in- 
clined to evaporate quickly and to gum 
up steel pens. 

_ 5. Ink suitable for the use to which it 
is to be applied should be bought. 

6. Pens and inkwells should be cleaned 
at regular intervals. 


Perpetual Inventory And Equipment 
Record Give ‘‘Fingertip Control’’ 
On page 305, May, 1939 issue 
How The System Works 

1. When a purehase order is issued, 
the information is transferred to the in- 
ventory control card. 

2. The ecards are filed by departments. 

3. Each type of supply or form is given 
a key number which is the key to filing. 

4. Colored signals on the margin of the 
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_ Promptness 
... Accuracy 


Continental Illinois service is prompt 
and accurate . . . 2800 correspondent 


banks facilitate the collection and 
transfer of funds. 


Continental Illinois 
National Bank 
and Trust Company 


OF CHICAGO 


Member Federal Deposit Insurance Corporation 


card indicate the quantity on hand for new homes. 
these signals are moved as the quantity 


2. They are carefully inspected and 
changes. 


re-inspected by FHA officials. 
How Equipment Is Recorded 3. The number of foreclosures has been 

1. The actual inventory of the equip-  gmall. 
ment is kept on a special card file. 

2. There is a special card for each 
piece of equipment. 

3. Information as to repairs and serv- 
ice ealls is recorded. 5. The income from these debentures 

4. Depreciation is listed at regular is exempt from all taxes except surtaxes 
intervals. and inheritance taxes. 


4. Defaulted loans may be converted 
into FHA Government guaranteed deben- 
ture bonds. 


6. FHA mortgages are eligible as seeu- 


REAL ESTATE LOANS rity for loans at the ‘‘ Fed.’’ 


We Stress Real Estate Loans 7. An immediate market is provided by 
On page 140, March, 1939 issue the Federal National Mortgaging Corp. 


SEVEN ADVANTAGES OF FH A on new homes, and by the RFC on old 
INVESTMENTS homes. 


1. The majority of mortgages are on (Continued on next page) 
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462 Tested Ideas 


(Continued from preceding page) 


SAFE DEPOSIT 


Safe Deposit Contracts Which 
Do Not Protect 


On page 350, June, 1939 issue 


CONTRACT CLAUSES WHICH DO 
NOT RELIVE THE BANK OF 
LIABILITY 

1. Satisfactory reference must be given 
upon application for a safe. 

2. The renter agrees to hold the bank 
harmless from all costs and expenses of 
whatever kind, including attorney’s fees 
which may come to or be imposed upon 
it in any suit or suits relating to the 
contents of said safe. 

3. If by any act, writ, decree or process 
against any person having access to a 
safe, the bank is forbidden from allow- 
ing the safe to be opened by such person 
the said safe may be closed to all persons 
until such act, writ, decree or process be 
annulled. 

4. No money shall be deposited or kept 
in any safe deposit box rented or leased 
by the bank to any tenant, and the bank 
shall not be liable for any loss or damage 
arising out of the deposit of money or 
removal of the same or any portion there- 
of by theft or burglary or robbery or 
otherwise in or from any safe deposit 
box so leased or rented by it. 


SAVINGS POLICIES 


What To Do About Lost Passbooks 


On page 264, May, 1939 issue 
THE LOST PASSBOOK ROUTINE 


1. All reports of lost passbooks are 
referred to one person who understands 
the bank’s policy in the matter. 

2. A depositor is asked, ‘‘for his own 
protection’’ to sign a notification form 
(or write a letter) authorizing the bank 
to place a warning ‘‘stop payment 
jacket’’ on the ledger ecard. 

3. The book is advertised twice in a 
daily newspaper if the balance is over 
$100. 

4, A tickler card is made to come up 
14 days later. 

5. If the matter has not been closed 
by then, the depositor is asked to come 
into the bank to sign an affidavit. 

6. A new book is then issued on the 
strength of the affidavit. 

7. All old records are transferred to 
new ones and the old ones filed with the 
affidavit. 


STORAGE OF RECORDS 
A Way To Reduce Record Storage Costs 


On page 154, March, 1939 issue 
THREE STEPS IN THE PLAN 


1. A committee on Retention of Bank 
Records reviewed the legal and policy 
requirements of each record. In some 
cases, a policy had to be established. 

2. Arrangements were made to destroy 
old records by maceration instead of by 
burning, with the result that the cost of 
the operation was entirely eliminated. 

3. Less expensive storage was provided 
by using vaults only for permanent 
records. 


Storage Files—Depression Success Story 
On page 172, March, 1989 issue 


THE ESSENTIAL ADVANTAGES 
OF THIS EQUIPMENT 
1. Initial cost is the only cost—actu- 
ally less than cardboard and shelving. 


2. Reduces space required for records 
to the barest possible minimum. 
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3. Time-saving; all records are instant- 
ly accessible. 

4. Permanent protection in steel, re- 
ducing fire hazard. 

5. A record room as systematic and 
orderly as a safe deposit vault. 

6. Flexibility of unit principle; fits any 
wall or floor space. 


We Modernized Old-Record Storage 
On page 203, April, 1939 issue 


NINE POINTS OF IMPROVEMENT 
PROVIDED BY THE NEW SYSTEM 

1. An analysis was made of all forms 
and a standardization program developed 
which reduced the number of form sizes 
from 600 to 50. 

2. File cabinets were then provided to 
accommodate these various sizes—only 17 
sizes of cabinets were needed. 

3. The cabinets were designed so that 
the top of each stack was 7014 inches 
above the floor, and this obviated the 
need for ladders. 

4. No records are now stored in bundles 
or on open shelves. 

5. The file drawers in the bank are the 
same as those in the record storage build- 
ing, and the entire drawer is moved. Thus 
no papers have to be transferred from 
one drawer to another. 

6. An accurate check is kept on every 
record withdrawn. 

7. Important records, such as signature 
cards, are photographed so that they can 
be reproduced if the originals are burned. 

8. The files are so carefully indexed 
that an individual paper may be found 
in a minimum of time. 

9. A retention schedule is rigidly fol- 
lowed in destroying records that have 
served their purpose. 


TRUSTS 


Lifetime Gifts And The Estate Tax 


On page 8, January, 1939 issue 


ANALYSIS OF 
‘*‘CONTEMPLATION OF DEATH’’ 
All gifts will be ignored by the court 

unless the executor can show that the 
donor’s prevailing intention was not to 
avoid estate taxes. 

If death occurs within two years after 
a gift, the statutes presume a ‘‘contem- 
plation of death’’ motivation. 

Gifts by donors past their 70th birth- 
day are subject to the closest scrutiny. 

There are several specific conditions 
which the courts have accepted as refut- 
ing any assumption of ‘‘contemplation’’, 
as follows: 

1. Bona Fide Sales Where proof is 
presented that a transaction was a bona 
fide sale and that the money received by 
the seller became a part of the estate, 
then the disposed-of assets are definitely 
excluded from estate tax consideration. 

2. Transfer of Responsibility If gifts 
are made to relieve the donor of manage- 
ment duties and to accustom children to 
business and financial responsibilities, 
then the courts do not recognize an intent 
to evade estate taxes. 

3. Condition of Health If the donor’s 
health is such that he does not anticipate 
dying in the near future—if the purposes 
of the gift are connected with further 
expectancy of life—then ‘‘ contemplation 
of death’’ cannot be considered the mo- 
tive. 

4. Family Benefits Donations for the 
purpose of providing beneficiaries with 
independent means (during the lifetime 
of the donor) come under the head of 
legitimate gifts. 

5. Domestic Difficulties Estate trans- 
fers to settle family disagreements are 


not assumed to indicate a ‘‘contempla. 
tion of death.’’ This may be true even 
though there is a reservation of life jp. 
come by the donor. 


Fiduciary Liable For Federal 
Estate Taxes 
On page 80, February, 1939 issue 


FOUR CONTROLLING FACTORS 
IN PERSONAL LIABILITY 


1. When there is not enough cash in ay 
estate available to pay all debts, federal 
taxes must be paid first or the fiduciary 
will be held personally liable for the 
government taxes. (The courts have al- 
lowed some exceptions to this rule.) 

2. The closing of an estate in the state 
courts does not discharge the personal 
liability of the fiduciary to the federal 
government. 

3. There is no direct authority in the 
law for releasing a fiduciary from per. 
sonal liability for income taxes due the 
federal government from an estate. 

4. Relief from liability for estate 
taxes, however, may be obtained by ap- 
plication to the Commissioner of Internal 
Revenue. 


How The Law Controls 
Trust Operations 
On page 136, March, 1939 issue 
WHO IS A TRANSFEREE 
UNDER THE LAW? 

1. One who receives property of an 
insolvent debtor without having paid an 
adequate consideration. 

2. A stockholder of a dissolved corpor- 
ation which has distributed its assets 
without providing sufficient reserves for 
unpaid debts. 

3. Heirs, legatees, devisees, and bene- 
ficiaries of a deceased person if the dece- 
dent was insolvent at the time of death, 
or if his estate was distributed without 
providing for payment of outstanding tax 
liabilities. 

4. Executors, administrators, and trus- 
tees to whom all or part of an estate is 
distributed if the estate was distributed 
without providing for payment of out: 
standing tax liabilities. 

5. Anyone who agrees to pay the debts 
of a person from whom he is receiving or 
purchasing property. 

6. A person who becomes the trans- 
feree of a transferee who dies. 


When Is A Bank Liable For Trust 
Fund Misappropriation? 
On page 276, May, 1939 issue 


A BANK IS LIABLE UNDER 
THESE CIRCUMSTANCES 

1. When its officers have actual knowl 
edge of the character of trust funds de 
posited with it by a trustee. 

2. When officers connive with the 
fiduciary in the wrong use of funds. 

3. When the bank receives trust funds 
from a trustee under circumstances 
charging it with constructive knowledge 
of the trustee’s character. 

4. When the bank benefits by a misap 
propriation of trusteed funds which is 
known to a bank officer. 


How The Law Controls 
Trust Operations 
On page 343, June, 1939 issue 


SEVEN PHASES OF THE SUBJECT 


1. Amicable settlements. 
2. Voluntary withholding. 
3. Tax-free annuities. 

. Debt settlements. 

. Renunciation of dower. 
. Personal guarantees. 

. Equitable estoppel. 
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B, & O. Reports On 1938 


On June 19, Daniel Willard, presi- 
dent of the Baltimore and Ohio 
Railroad, released the company’s 
annual report for 1938. 

Stated briefly, the results for the 
year show a decrease of 20.49% in 
gross revenues, or from $169,436,- 
436 in 1937 to $134,722,330 in 1938, 
and an increase in the net loss, after 
all taxes and other deductions, from 
$720,695 to $13,124,530. 

Total operating expenses of $104,- 
984,021. showed a reduction of $23,- 
875,495, or 18.53%, compared with 
the year 1937. The expenses reflect 
an increase in wage rates which 
took effect in the latter half of 1937 
and added about $4,150,000 to the 
Company’s expenses in 1938. 

Railway tax accruals, at $10,- 
412,774, reflected a decrease of 
$505,781. Tax accruals include 
$3,709,108 pay-roll taxes covering 
unemployment compensation under 
the Social Security Act and the 
Carriers’ Taxing Act of 1937 for the 
purposes of the Railroad Retire- 
ment Act. 

The balance sheet at December 
31, 1938, shows total investments 
(less accrued depreciation) of 
$1,078,104,478 and current assets of 
$23,818,931. The total of interest 
bearing debt and leased lines obli- 
gations outstanding was $683,808,- 
070. Current liabilities amounted to 
$26,855,503. The capital stock out- 
standing was $315,158,485 and cor- 
porate surplus $60,337,728. 


An Ounce Of Prevention 


“An ounce of prevention is worth 
a pound of cure”. That’s a pretty 
old proverb, but somehow it con- 
tinues to be pretty good common 
sense no matter how modern and 
streamlined business and civiliza- 
tion becomes. 

Because one bank didn’t take 
enough of a precaution to audit its 
securities, its president stole them 
all, forced the closing of the bank, 
and finally took his own life. 

This man, who was bonded for 
only $2,500, had exclusive control 
of a small bank’s securities. He 
handled all of the business involv- 
Ing them, including accepting of 
deliveries of any new purchases. 
These securities were kept in a safe 
deposit box in a neighboring large 
city where they were at all times 
seen and handled only by this one 
man. When any of the bank’s busi- 
hess involved any of these securi- 
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CALL AT THE FRONT OFFICE 
WHEN YOU NEED HELP IN- 
AMERICA’S GREAT WORKSHOP! 


oe = FEEVELAS 
palin, Se 1B 


FOUNGSTOWN 


OHIO 


THE AREA of deepest shading shows 

where 229 of 348 types of manufac- 
turing in the United States are concen- 
trated. Cleveland is, in effect, Front 
Office for a region that annually converts 
a two billion dollar stock into four and a 


half billion dollars worth of finished goods. 


You will find in this same area an un- 
usual concentration of intimate and per- 
sonal contacts centered in this one bank. 

Our close relationship runs deeper than 
geography. It results from 94 years’ 
specialization in business banking. Sixty- 


is oLpE* 


one per cent of Ohio’s largest banks, and 
virtually all types of business and indus- 
try in the region use the special, fast com- 
mercial facilities we have set up for them. 

You can benefit in this way. When you 
need information that goes deeper than 
surface statistics, or wish to transact busi- 
ness in this area of opportunity, give us a 
call. The chances are we have a long 
standing acquaintance with the men or 
situation in question. We'll be glad 
to help you in any way we can. 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 
Resources in excess of $160,000,000 


ties, he received his instructions 
from the board of directors who 
took his word for his actions. All 
he had to do was to say that he had 
done so and so. Members of the 
board never asked a strict account- 
ing, never asked for proof of trans- 
actions, never asked for any of the 
securities. 

Recently, in accordance with their 
customary procedure, members of 
the board directed him to sell 
$12,000 worth of bonds. He left 
the meeting and, a few hours later, 
committed suicide. Investigation 


revealed that he had cleaned out the 
box, having stolen over $85,000 
worth of securities. He had used 
most of the money, it was found, in 
market speculation. Since these 
securities represented the bank’s 
entire investment, there was no 
alternative but to close.—H. J. S. 
This tragedy could have been 
prevented, had the board of direc- 
tors resorted to that “ounce of pre- 
vention”. This is a glaring example 
of the importance of keeping all 
securities under joint control. When 
two people are responsible, although 
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there might be danger of collusion, 
the possibility of total embezzle- 
ment such as this is not as likely. 

Securities should also be audited 
frequently. A lack of such super- 
vision is an open sesame to theft. 
There are a lot of men so naturally 
weak that temptation as strong as 
this can’t be resisted. This theft 
had continued for years. Large 
deliveries should always be en- 
trusted to two or more officers. 
Each then serves as a check and 
witness on the other. This is also a 
good routine because it is often 
necessary to produce a witness to 
delivery of securities. 


Making The Annual Report 
Speak For Industry 


Compiled by The National Associa- 
tion of Manufacturers 


Published by McGraw-Hill Book 
Co., Inc., 

330 West 42nd Street, New York City 
Price $4.00, 185 pages, cloth bind- 
ing, profusely illustrated. 


The importance of public rela- 
tions is recognized in the prepara- 
tion of this book. Its method of 
treatment is to make definite quota- 
tions and from those annual reports 
issued by industry which have ap- 
peared to be most successful. These 
annual reports are specially designed 
to make stockholders, employees, 
and the general public fully ac- 
quainted with the activities and 
purposes of the business. 

The following quotation from the 
book will give a good idea as to its 
value to a loan officer: 

“Never before has the time been 
more propitious for the activity set 
forth in these pages. Surveys of 
public opinion indicate clearly that 
people are turning once more to 
business—that they recognize in- 
dustry as the only source of per- 
manent jobs, and increased living 
standards. 

“Forward-looking management 
will not pass up the opportunity 
that is offered to build better under- 
standing of the private enterprise 
system; to make friends and allies 
of stockholders and employees who, 
on the basis of self-interest, should 
be industry’s strongest advocates. 

“There is no need to force facts 
on the public. The truth is that 
there is no bigger news than that 
of business activity—for business 
affects everyone. Particularly is 
this true in smaller manufacturing 
communities where the life of the 
community revolves directly around 
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industry. The public wants the 
facts. Industry should provide facts. 

“In these pages, an effort has been 
made to show, largely by example, 
the manner in which industrial 
organizations are utilizing their an- 
nual reports and financial state- 
ments as a vehicle for building a 
clearer understanding of their oper- 
ations, and their contribution to the 
economic system as a whole. 

“Important as this procedure has 
become, both to individual com- 
panies, and to the preservation of 
the business system, it is a step that 
should be most carefully considered 
and planned with the best advice 
available. 

“The job of humanizing the annual 
report, and dramatizing the enter- 
prise to stockholders, employees, 
and the public, is no easy one. Many 
companies, while recognizing the 
need for such a step, have not yet 
taken it—largely for want of ex- 
perience, for lack of some sort of 
compass which would set their 
course in the proper direction. 

“It is hoped that this volume 
provides, in some measure, such a 
compass. By bringing together some 
of the best approaches to specific 
aspects of the question, by showing 
how numerous companies have ap- 
proached the problem in its many 
ramifications, an endeavor has here 
been made to stimulate greater 
activity in the direction of public 
enlightenment about business and 
private enterprise.” 


The Article On Furniture 
Manufacturing Credits Meets A 
Responsive Interest 


In reading the May issue of 
Bankers Monthly, I was particularly 
impressed by the article on page 
282, “What Makes the Furniture 
Manufacturer a Good Loan Pros- 
pect?” The article was written by 
Dr. A. P. Haake, Director of the 
National Association of Furniture 
Manufacturers. 

I should like to obtain a reprint 
of this article, and I am inquiring 
which would be the cheapest, the 
reprint of the article itself or pur- 
chasing the May issue. Please send 
me 24 copies of this article, or of 
the May issue, whichever is cheaper. 

E. J. Frey, Vice President, 

Union Bank of Michigan, 

Grand Rapids, Michigan. 
——_-_ 0 —_——_ 

The article on the furniture in- 
dustry, which appears in the May 
issue, was thoroughly digested, 
not only by myself, but by two 


or three furniture men. I have me 
Dr. Haake, the author, and heard 
him speak several times. The article 
certainly makes a thorough analysis 
of the situation. 

I am enclosing a letter from Mr 
D. W. Lundquist, secretary of Black. 
hawk Furniture Company, and 
president of the Rockford Furni- 
ture Manufacturers Association, 
which was written after I showed 
the article to him. He would like 
to arrange to get 25 copies of your 
May issue. 


Mr. Lundquist is one of the liye 
wires in the industry and has done 
a good job keeping his plant going 
continuously during the past few 
years. We would both appreciate 
your sending the magazines for dis. 
tribution to all of the manufacturers 
in town. 

L. B. Achor, Cashier, 

Swedish American National Bank, 

Rockford, Illinois. 

---—— () —— - 


I am returning herewith the ar- 
ticle which was written by Dr, 
Haake. In my judgment the analysis 
by Haake, in his recent Bankers 
Monthly article, of what would 
constitute the features necessary for 
a successful manufacturer and the 
weaknesses that he points out in | 
the industry are accurate and to} 
the point. 


In fact, the article is so good that} 
we will arrange to have a copy fur- 
nished to each of our local members. 
His treatment of the subject is not 
only comprehensive, but is _thor- 
oughly sound and practical and 
should be of value to anyone who 
is engaged in the manufacturing 
business as well as anyone who has 
any connection with it. 

D. W. Lundquist, Secretary, 
Blackhawk Furniture Co. 
Rockford, Illinois. 


By training employees to answe! 
questions frankly, a Michigan bank 
increased its deposits 350% in ! 
years. 


The way to prove that your bank 
has the best system available, is 
study those of others. 


Can all employees dealing wit 
the public explain all bank service 
adequately and correctly so thal 
customers obtain full information? 


A careless remark made by # 
bang employee in Kentucky gre¥ 
into a damaging rumor. 
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Sound Merchandising 
(Continued from page 400) 


not lend it to him, I surely don’t 
want to carry the account myself. 
The bank has better facilities for 
making collections than I have. It 
has better facilities for judging a 
man’s credit. 

“The men whom I do have on my 
pooks are those who are as good as 
gold, and who delay payment only 
a comparatively few days. 

“For example, yesterday a man 
came in who is shipping his hogs 
next week. He didn’t care to bor- 
row the money for that short length 
of time at the bank, so I simply 
made a record of his purchases on 
my books, and he will give me a 
check in full next Thursday.” 

When I called at the bank in this 
town, I found that the banker was 
just as enthusiastic over the way 
this man conducted his business as 
I was. 

“He is truly a modern merchan- 
diser,” said the banker. “He is al- 
ways looking for new business, and 
he gets it. His store is a neat place 
in which to trade. I like to go there 
myself. I frequently go to visit with 
him, and watch him wait on cus- 
tomers. He has some good people 
working for him too. Those two 
salesmen, whom you mentioned, 
make a better living for themselves 
than any other salesmen in this 
town.” 

The banker took out of his note 
case, these notes which were made 
for the purchase of feed. It was a 
large handful. 

“This is nice business,” he said, 
“and the dealer creates these loans 
for us. 

“The only way in which our rela- 
tionships with this dealer might be 
improved to our greater satisfaction 
would be to have more loans and 
larger loans.” 


“Where did this dealer learn mer- 
chandising?” I asked the banker. 

“Do you know,” he said, “I won- 
dered that myself, and so, two or 
three weeks ago, I asked him that 
very question. 


“He then told me that the manu- 
facturer from whom he buys feed 
supplies him with the necessary ad- 
vertising material; gives him defin- 
ite instructions as to how to handle 
salesmen; urges him to co-operate 
with the bank, which as a matter of 
fact, he was already doing; and gives 
him many other valuable helps. He 
is provided with new ideas several 
times each year. 


“The company has experts study- 
ing the merchandising of feed, and 
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it gives each of its dealers all of the 
benefit of the work of these ex- 
perts.” 

In another town, I had the same 
experience as in the first town I 
visited. Finally, I went to a build- 
ing which appeared to be a feed 
mill. I found the miller and he 
told me that he ground the farmers’ 
grain and also sold a supplementary 
feed which he purchased from one 
of the larger feed manufacturers 
with a nation-wide business. 

“Where do you keep that feed?” 
I asked. 

“Oh, 


that is in the warehouse 


St. Louis, Mo. 


MILLS checker 


back of the mill,” he said. 


“Where do the farmers come when 
they want to buy it?” was my next 
question. 

“They come in here,” he said. 

“How do they know that you have 
that feed to sell? I don’t see any 
signs.” 

“Oh, I don’t like signs,” he said. 
“The company sends me big post- 
ers, but I never put them up. It’s 
too much bother, and I don’t want 
my place all plastered with pictures 
and advertisements.” 


“How many carloads of this spe- 
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The BALTIMORE and OHIO RAILROAD COMPANY 


Summary of Annual Report for the Year 1938 


Report of the Company’s operations for the year 1938 is being mailed to 
the stockholders. Stated briefly, the results for the year show a decrease of 
20.49% in gross revenues, or from $169,436,436 in 1937 to $134,722,330 in 
1938, and an increase in the net loss, after all taxes and other deductions, 
from $720,695 to $13,124,530. 

Total operating expenses of $104,984,021 showed a reduction of 
$23,875,495, or 18.53%, compared with the year 1937. The expenses reflect an 
increase in wage rates which took effect in the latter half of 1937 and added 
about $4,150,000 to the company’s expenses in 1938. 

Railway tax accruals, at $10,412,774, reflected a decrease of $505,781. Tax 
accruals include $3,709,108 pay-roll taxes covering unemployment compensa- 
tion under the Social Security Act and the Carriers’ Taxing Act of 1937 for 
the purposes of the Railroad Retirement Act. 


Condensed Statement of Operating Results 


Year 1938 Year 1937 Decrease 
Railway Operating Revenues: 
From Freight 
From Passenger 


From All Other Sources 


$115,426,378 $147,212,330 
10,561,495 11,918,602 
8,734,457 10,305,504 
$134,722,330 $169,436,436 
104,984,021 128,859,516 
$29,738,309 $40,576,920 


$31,785,952 
1,357,107 
1,571,047 
$34,714,106 
23,875,495 
$10,838,611 





Railway Operating Expenses....... 
Net Railway Operating Revenue... 
Other Operating Charges: 

Railway Tax Accruals 

Equipmentand JointFacility Rents 
Net Railway Operating Income... . 
Other Income from Investments and 

Other Sources (Net) 4,207,959 
Income Available for Fixed Charges. $19,059,753 
Fixed Interest and Other Charges.. 32,184,283 
Net Income D$13,124,530 


(*) Denotes Increase. (D) Denotes Deficit. 





10,412,774 
_ 4,473,741 
$14,851,794 


10,918,555 505,781 
4,749,740 275,999 
$24,908,625 $10,056,831 





6,554,711 2,346,752 


$31,463,336 $12,403,583 
32,184,031 *252 


D$720,695 $12,403,835 

















Balance Sheet 


The balance sheet at December 31, 1938, shows total investments (less 
accrued depreciation) of $1,078,104,478 and current assets of $23,818,931. The 
total of interest bearing debt and leased lines obligations outstanding was 
$683,808,070. Current liabilities amounted to $26,855,503. The capital stock 


outstanding was $315,158,485 and corporate surplus $60,337,728. 


The report presents a condensed statement of the Plan for Modification 
of Interest Charges and Maturities, and points out that of the total of $542,- 
810,628 of securities affected by the Plan, voluntary assents have been received 
on $469,481,178, or 86.49 per cent., from more than 57,000 holders. 


cial feed do you sell in a year?” 

“Well, I don’t know—three or 
four, maybe.” 

Here was a dealer who was doing 
a number of things to keep the 
farmers from buying the special 
feeds he had to sell. Either his com- 
pany had not given him the instruc- 
tions he needed in modern merchan- 
dising, or else he was immune to 
their educational efforts. 

The local banker did not know 
that he had these special supple- 
mentary feeds to sell. No loans 
were sent to the bank. No loans 
were created. In fact, very little 
feed was sold. 
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DANIEL WILLARD, 
President. 


In the next town, I found another 
good dealer. After comparing his 
methods with the one who had the 
clean store, nicely advertising his 
feed, I noticed that this fourth man 
appeared to have had the same kind 
of instructions as the second one. 
He was following the same prin- 
ciples. He was using the same ad- 
vertising materials. He was getting 
the same results. 

Again, the local banker had a big 
handful of notes which the dealer 
had created, and which were short 
term notes. 

In conversation with this dealer, 
I asked him what he considered to 


be the most important element of 
modern selling. His reply was 
prompt. Evidently he had it in his 
mind constantly. It was this: 

“IT try to think of the customers’ 
possibilities for profit. I always talk 
to the customer about what he cap 
do with the feeds that I have to sel], 
I don’t bother about telling him how 
the feeds are made, or how big the 
company is that makes them. But] 
give him figures as to what various 
customers of mine have done in the 
way of increasing their income. The 
animals grow faster, and put on 
meat at less cost when these feeds 
are fed. I know because I have the 
actual records made right here in 
our own locality.” 

“Is the local banker interested in 
your business?” I asked. 

“I should say he is,” said the 
dealer. “Matter of fact, he buys a 
lot of feeds from me. He has a farm 
four miles south of town, where he 
feeds cattle and hogs every winter. 
He has kept records, and he is one 
of the best references I have, for he 
knows exactly what these feeds do 
to increase his profit, by reducing 
the cost per pound of putting on 
meat.” 


This Janitor’s Assistant 
Stole Bank Cash 


In a good many banks, there isa 
careful watch kept over the s0- 
called white collar personnel and 
often no attempt at all made to 
investigate activities of other em- 
ployees of the bank. In one fait 
sized bank, a negro porter, because 
the bank had not thought to inves- 
tigate him or consider him in 3 
series of thefts, managed to acquit 
$4,000 in cash. 

The paying tellers in each cas 
in this bank had separate trucks a 
which they kept their money ani 
which were wheeled into the vail! 
each night. From one of these cages 
the busiest and the one where the 
largest deposits were accepted, tht 
teller one morning reported the los 
of a sack containing 1,000 half 
dollars. 

A detailed investigation was matt 
and all tellers and officers wet 
closely questioned. Suspicion fel 
on the assistant cashier who acteé 
as relief for this teller, but he denie 
all participation and there was! 
proof that he was involved. A moni 
or so later there was a shortage # 
$1,000 from the same cage am 
after investigation, suspicion st 
pointed to the assistant cashier 


(Continued on page 4% 
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Numbering Machine 


The American Numbering Machine, 
Brooklyn, N. Y., has announced a 
new Speed Set model, especially de- 
signed for numbering bank pass 
books and account cards. 


It is a very efficient looking 
device—sturdy, compact, and light 
in weight. The levers on the front 
are geared directly to the wheels, 
thereby, according to the manufac- 
turer, making it possible to set up 
the desired number in a minimum c‘ 
time. Numbers and letters may be 
rapidly changed to any combination. 
A counter on the side of the machine 
registers the number of impressions 
stamped and there are adjustable 
guides on the platform which as- 
sure correct location of the impres- 
sion. There is also a lock, to 
prevent unauthorized use of the 
Machine or any changing of the 
numbers when it is not in use. 


STersS<trONG 


Coin Wrappers, Bill Straps, Coin Bags, 
Lead Seals, Coim Trays. 
Write for complete catalog. 


THE C. L. DOWNEY COMPANY 
941-943 CLARK STREET 
CINCINNATI. OHIO. 
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le) 2 _ EQUIPMENT AND SuppPLy IDEAS 
}7a== FROM THE BANKERS SECRETARY'S NOTEBOOK: 


This is my, column’s first birthday—just a year ago this month I “broke 


into print” for the first time. 


It has been a fascinating assignment— and 


I do sincerely hope that you have found the results interesting and help- 


ful. 
service to you. 


This special model is made up 
with any number of wheels, any 
style of figures, and any combina- 
tion of letters and numbers—all 
according to each bank’s individual 
specifications. It is especially 
adapted for use in savings and per- 
sonal loan departments, where pass 
books, account cards, and other 
record forms must carry the same 
number. Among the other uses, sug- 
gested by the manufacturer, for this 
versatile device are the numbering 
of tags, tickets, records, checks, 
carbon copies forms, files, index sys- 
tems, and the like. 


10 Key Calculator 


Some statistician has taken the 
trouble to figure out that the odds 
are 5 to 1 that you cannot multiply 
7689.54 x 89.67 and get the right an- 
swer in one minute. Well, just mark 
up another gold star for the Ma- 
chine Age, for here is a calculating 
machine which does it in 8 seconds 
—and the answer is ALWAYS 
RIGHT! 

This machine is the new R. C. 
Allan 10 Key Calculator, which—to 
quote the Allen Company itself— 
makes multiplication and division 
as simple as third grade arithmetic. 


Actually, all you need know are the 
numbers from 1 to 10, plus some 
inkling of what a decimal point 
means. 

Reduction of the numeral keys to 


I hope, also, that during the next 12 months I may be of increasing 


Sincerely, 


Mary Manning 


the basic 10 is an important factor 
in the high speed of the opération ~ 
—and also reduces the possibility of 
error. Chances of error are further 
minimized by the fact that you see 
every stage of the operation in the 
three little windows. 

The entire mechanism is sealed 
inside a_ streamlined, dust-proof 
case, which is unusually compact— 
just the size of a letterhead. Con- 
trol keys are positioned for one- 
hand operation, with your eyes al- 
ways on your work instead of the 
keyboard. 

The machine is available in both 
hand-lever operated and electric 
models. Both perform all the usual 
functions of addition, subtraction, 
multiplication, and division. 

It is quiet, rugged, and portable. 
And finally (as the manufacturer’s| 
representative concluded his enthu- 
siastic description to me) no R. C. 
Allen has ever worn out. 


Bookkeeping Desk 


Most of us, I think, are inclined to 
take desks pretty much for granted. 
But consider how important an effi- 
ciently designed desk can be in your 


PHONE PRIVACY! 


Safeguard important telephone 
conversations with Hush-A- 
Phone... The only sound- 
proof attachment for up- 
right and hand-set phones. 
20,000 Bankers Use it 
Write for booklet C- 
HUSH-A-PHONE CORP 

43 W. 16th St.,N.Y.C 
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bookkeeping department. Operators 
are highly skilled and well paid. 
The machines themselves are com- 
plex and amazingly efficient. It’s 
logical, then, that a corresponding 
efficiency in the bookkeeping desk 
will result in the greatest return on 
your investment in personnel and 
machine. 


The Shaw-Walker Company, Mus- 
kegon, Mich., has just announced 
what they term “the most practical 
desk equipment ever designed for 
the machine bookkeeper.” Besides 
“paying for itself’? (because its units 
are arranged to eliminate expensive 
lost motion), this new desk will 
provide certified fire protection for 
ledger cards and other records. 
This latter feature, alone, might 
some day be the means of saving 
the bank from serious loss. 


As you will notice in the illustra- 
tion, the upper right-hand drawer 
provides an _ exceptionally large 
capacity for active account ledger 
records. The extension top on the 
left-hand cabinet (which gives an 
additional sorting surface, so often 
necessary) may be quickly slid out 
of sight for access to the top check 
drawer. 


Contents of both cabinets have 
adequate fire protection, 24 hours a 
day, obviating the necessity of re- 
moving records to the vault at 
night. (Cabinet-combinations are 
also available, however, without 
fire protection if desired—and to fit 
any type of bookkeeping machine. 


Filing Light 


“Better Light” has, correctly, be- 
come an extremely important sub- 
ject in recent years. But in spite of 


the fact that some new lighting 
development is announced almost 
every month, up till now no one has 
ever done anything about lighting 
conditions in the files. 


It’s a problem that needed some 
solving, too, for file cabinets usually 
get stuck in the most out-of-the- 
way corners of an office—and did 
you ever notice how you usually 
“stand in your own light” when 
you're filing something? 

Well, a new day is dawning for 
the poor file clerk. The Sight Light 
Corporation, of Essex, Conn., has 
created a light especially for filing 
cabinets. The reflector is of an 
entirely new design which throws 
all the light downward and side- 
ways. Consequently, no illumina- 
tion is wasted, there is no glare, 


eo HF HR HF 


THE TRAINING AND EXPERIENCE of the personnel of this 


organization is partly reflected in the length of service of its 


officers and employees. The period of service of its directors 


averages 27 years; that of all employees, over 11 years. One- 


third of the entire staff has a service record averaging 19 years. 


CHICAGO, 201 SO. LA SALLE STREET - 


NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 


HALSEY, STUART & CO. Inc. 


and you can see clear to the bottom 
of each file drawer—even those two 
or three stacks away on either side 
The long arm permits the weighted 
base to sit well back on the cabinet 
top, leaving the front clear fo, 
placing filing material. 

The lamp is also available with q 
shorter arm for card index file; 
(also, the manufacturer suggests 
atop roll-top desks and bookkeepery 
stand up desks). For tub card files 
and where space does not permit use 
of a portable base, the same lamp 
is made with special brackets and 
clamps. 

Accurate, speedy filing being one 
of the essential operating functions 
in a bank, it seems logical to assume 
that a more effective lighting of the 
files will increase the efficiency of 
that function. 


Giant Typewriter 


I really am not suggesting that you 
rush across the street to your sta- 
tioner and ask him to deliver one 
of these machines in the morning! 
And even if he did, I’m sure the 
young lady wouldn’t be included as 
one of the accessories! 


Those of you who have visited the 
New York World’s Fair have u- 
doubtedly already seen this “Giant” 
typewriter in the Underwood Elliott 
Fisher exhibit. Built to exact scale 
(1,728 times larger than the regular 
Underwood Master) and weighing 
14 tons, its construction required 
three years. Each type bar weighs 
14 pounds, and the carriage alone 
tips the scales at 3,500 pounds. The 
ribbon is five inches wide by 100 
feet long. 


What’s more, it actually operates 
—typing in letters three inches 
high, on sheets of stationery which 
measure 9 by 12 feet! All day long, 
at the Fair, it types out the lates! 
news flashes, being operated by re 
mote control from a Master Under- 
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wood Electric typewriter. 

From this I’m sure you will ap- 
preciate that the Underwood people 
do not contemplate any volume of 
orders for this new model! But if 
you get to New York this summer, 
make it a point to see this “Giant” 
in operation. 


How To Make Money In 
Government Bonds 


By S. F. Porter, Financial Colum- 
nist of the New York Post 


Published by Harper and Brothers 
49 East 33rd Street, New York 
City 

Price $3.00, 220 pages, cloth. 


This is advertised as the first 
book to describe, in complete detail, 
the operations of the market in 
United States Government securi- 
ties, and the economic consequences 
of the issuance of such securities 
upon banks, insurance companies, 
and public credit. 

It traces the development of the 
United States Treasury’s own mar- 
ket in federal bonds, and points 
out in a dramatic way the factors 
which were responsible for its 
creation, and the influences that 
today control the price movement 
of billions of dollars of American 
government obligations. 


The author discusses the probable 
future, and the opportunities it 
offers to individual investors and 
institutions. 


This book throws some light upon 
the ease with which government 
issues of securities have been floated 
in recent months by describing 
what is known as “free riding.” By 
this process, a speculator buys 
large blocks of government securi- 
ties at the time they are issued, 
holds them for a week or ten days, 
and sells them at a profit. Accord- 
ing to the author, a 1% point pre- 
mium is not at all uncommon. 
Those who are free riders, he ex- 
plains, usually deal in millions. It 
is his opinion that they run very 
little if any risk. Their subscrip- 
tions are on margin, but they have 
been able to sell in time to make 
full payment. 

With respect to the national debt, 
the author says, “No debt of this 
Magnitude has ever existed in this 
country. No other nation bears a 
debt of this size. Most of the in- 
Crease has occurred within six 
years, but as viewed in relation to 
other elements that determine the 
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Pennies For Wings 


THE voice of a friend. 


- 


Reassuring words from father, 


mother, son or daughter. A hurried call for aid in the 


night. You cannot set a price on such things as these. 


Yet this is true ~ telephone service is cheap in this 


country. No other people get so much service, and such 


good and courteous service, at such low cost. 


x 
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BELL TELEPHONE SYSTEM 


The Bell System cordially invites you to visit its exhibits at the 
New York World's Fair and the Golden Gate International Exposition, 


San Francisco. 


financial soundness of a country, 
the national debt of the United 
States today is scarcely more bur- 
densome than it was in 1932. In 
relation to the total national in- 
come, the gross interest bearing 
public debt in 1938 was about 68% 
of the national income of the United 
States as compared with the debt 
equal to slightly more than half the 


national income in 1932. The public 
debts of Great Britain and France 
are substantially greater than their 
national income.” 

An interesting chart shows that 
the largest part of the government 
bonds are held by national and state 
banks, and mutual savings banks. 
Federal reserve banks also hold 
substantial amounts. 
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Bank Forum Helps 
Employees 


(Continued from page 414) 
were advised to learn the charac- 
teristic marks on various denomina- 
tions of currency and paper money 
so thoroughly that we could recog- 
nize a spurious coin or bill at first 
glance. We were told of actual cases 
in which the alertness of a bank 
employee saved his bank money. 

“Suppose,” asked a member of the 
audience, ‘“‘a man who was treasurer 
of a local corporation came into the 
bank with a check for $5,000 made 
out to the corporation for which he 
worked. The treasurer asked for a 
draft payable to a bank in Pitts- 
burgh. The bank cashier made the 
draft, and the treasurer mailed it 
to the Pittsburgh bank, asking that 
it be credited to his personal ac- 
count. This treasurer, of course, is 
misappropriating funds, but the 
bank cashier did not know it. Who 
is liable?” 

“The bank is liable,’ stated the 
attorney who led the discussion. 
“That is because the bank is not 
allowed by law to pay any check 
to an individual which is made out 
to a corporation unless it has writ- 
ten authorization to do so from the 
directors of the corporation.” 

To show how thorough forgers 
were, the claim agent told a story 
of two Russians who came from 
Canada into a Wisconsin town. 
They made the acquaintance of a 
fellow countryman in the town, cul- 
tivated his friendship, and discov- 


ered that he had about $8,000 in a 
savings account. The man with the 
bank account happened to be unem- 
ployed at the time, and the two 
Russians arranged for him to go to 


a city several hundred miles away to 


paint a building which they owned. 
When they had got him out of town, 
they entered his room, found his 
signature on a returned check, and 
made out an order to have the bank 
pay them the full amount of the 
account. 

The bank teller, knowing his cus- 
tomer, refused payment until he 
could have a verbal endorsement 
from the owner of the account. The 
two strangers hired a local attorney 
to take the matter into court, and 
succeeded in influencing the court 
to order the bank to make payment. 

In this case, the bank was held 
liable in spite of the alertness of the 
teller. He could not help himself in 
this circumstance, but probably his 
alertness helped him to save his 
bank a great deal of money in other 
circumstances. 

Many of the stories we heard at 
that meeting have been useful to 
us in explaining to customers the 
need for keeping check books care- 
fully locked up when not in use. 
They also help us to show clear 
reasons for many of the safeguards 
which customers are inclined to 
think of as “useless red tape” until 
they understand why they are used. 

The fact that attendance at each 
forum is increasing is the most con- 
crete evidence we have that our 
plan is taking hold. Another evi- 


OUR 104th YEAR 


Entering our second century, The 


National Shawmut Bank looks forward 


to new opportunities for service. Long 


an integral part of New England’s eco- 


nomic life, we provide complete facil- 


ities for handling all types of banking 


transactions. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - BOSTON 


Member Federal Deposit Insurance Corporation 


dence of its success is the changed 
attitude of several employees who 
had become definitely disinterested 
in the regular meetings and courses, 
When we had asked them for their 
dues at the beginning of the year, 
some of them had remarked that 
they weren’t getting anything out 
of the American Institute of Bank- 
ing anyhow, and did not care to join 
again. The success of our forums 
has turned them into enthusiastic 
supporters of our chapter, and from 
them we have received valuable 
suggestions for future meetings. 


We have now been asked to ex- 
tend our forum idea into the public 
relations program of the Racine 
banks, and to do this on regular 
office time. In these public forums, 
groups of bank employees will ap- 
pear before high school classes, 
luncheon clubs, and other organiza- 
tions, and will present discussions 
of bank problems on which the 
public should be better informed. 


This Janitor’s Assistant 


(Continued from page 423) 


the only possible person who could 
have taken the money. 


Again, two months later, $2,500 
in currency disappeared from the 
same cage. A more determined 
effort was made to detect the thief. 
Close questioning continued for 
several days and still the assistant 
cashier appeared to be the guilty 
one. 


However, one night, about five 
o’clock, one of the _ investigators 
noticed that the negro porter was 
still in the bank cleaning up. He 
happened to be the son of the janitor 
and, for some time, had been help- 
ing his father with the cleaning. 
After a half hour of questioning, he 
admitted he had stolen all of the 
money and still had it all at home 
wrapped up in a newspaper and 
hidden in a hot air register. 

He had duplicate keys to all desks, 
closets, and everything in the entire 
bank that was locked. He had taken 
the money from the teller’s truck by 
admitting himself with his keys be- 
fore the main vault doors closed at 
night. 

Here is an outstanding example 
of how a person, not even a regular 
employee of the bank, was allowed 
practically free run of the building. 
Bank officers would do well to stay 
after office hours now and again 
to find out just what their menial 
laborers are doing.—Herbert J. 
Schmidt. 
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Volume 6 CHICAGO, 


—JULY 1889— 


The proposed extensive exhibi- 
tion at the Paris Exposition this 
year of American corn and all de- 
scriptions of prepared corn food 
may have a good effect on the export 
trade in our greatest American 
crop. This is what our foreign 
consuls should have done at inter- 
vals regularly for years back. 


—JULY 1889— 


The Surplus 


It will be seen by the statements 
that the net surplus available for 
the reduction of the debt, or any 
other use to which Congress may 
devote it, is $58,556,888, an increase 
over the previous month of $4,298,- 
416, notwithstanding the reduction 
of the debt by nearly $13,000,000. 
This shows the vitality of the sur- 
plus, and its liability to grow with 
our increasing import wants, keep- 
ing pace as they do with the in- 
crease of population and wealth. 
The Secretary holds in trade dol- 
lars, and minor coin and half-dol- 
lars, some $30,000,000 additional, an 
idle load to carry for years, at so 
much loss to the people. 


—JULY 1889— 


The Treasury was largely indebted 
to the banks and was safe as to 
demands from them, and so soon as 
exchanges was at par, gold was not 
wanted. 


—JULY 1889— 


A former cashier of the National 
City Bank, of Lynn, Mass., was 
sentenced last month to five years 
in the State penitentiary for em- 
bezzlement. Serves him right, on 
this principle (if for no other) that 
any man entrusted with the sacred 
Custody of the money of others, often 
their very life, and unfaithful, is 
not fit to be at large, and this is 
true of a trifle, as of a serious steal- 


age or personal use, even in specu- 
lation. 
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—JULY 1889— 
Paper Circulation 


The circulation in which the 
National banks are now interested 
is not one-fourth of the capital stock 
of the banks. This is not because 
the banks are unwilling to furnish 
the economical circulating medium, 
paper money, if allowed a fair 
chance, and they can do it much 
cheaper than the Government can, 
and more legitimately. Under the 
circumstances of bonds, silver coin 
and silver certificates, the competi- 
tion cannot be kept up, and had it 
not been for the compulsory deposit 
of bonds required, the circulation 
would have all been surrendered 
long ago. The circulation is out 
under two nominal heads, the oblig- 
atory circulation, forced on the 
banks by the law as to organization, 
and the voluntary circulation, taken 
out by a portion of the banks over 
and above the forced deposit of 
bonds. If the involuntary circula- 
tion be deducted from the total Na- 
tional Bank circulation in which the 
banks are interested, the remaining 
voluntary circulation would not ex- 
ceed $60,000,000, or a dollar a head 
of our population. It will thus be 
seen that causes are at work, and 
have been for years, driving in the 
National circulation to final cancel- 
lation, and these causes are known 
to Congress. 

—JULY 1889— 
The Panama Canal 


The French Parliament is doing 
all that it can be expected to do to 
prevent the total loss of the labor 
expended on the Isthmus Canal. 
The financial world is now no longer 
troubled in this matter, and France 
shows her vast power to stand 
money losses and her poise to bear 
them philosophically. 

—JULY 1889— 

Each employee of a French bank 
is required to contribute his photo- 
graph to the official bank album. 
Good rule. 


oo A 
TRUST COMPANY | 
OF NEW YORK — 


Serviee — Maintaining an x 
intimate, personalized corre- 
spondent bank service. 


Experience—Officials with 
years of servicé im this field, — 
assuring a knowledge of re- 
quirements and valuable as- 
sistance. : 


Poliey —To cooperate with — 

out-of-town banks rather than | 
compete for business which is — 
rightfully theirs. 


pA 


$165,000,000 


ESTABLISHED 1908 zs 


FEDERAL DEPOSIT INSURANCE CORPORATION 


—JULY 1889— 

The strong inclination of the Brit- 
ish to invest in shipping property is 
indicated by their ownership of 
over 78 per cent of the tonnage 
passing through the Suez Canal. The 
American capitalists now entering 
on the greater work of building the 
Nicaragua Canal take courage and 
security for their investment in the 
fact that they will at once have that 
great maritime nation for custom- 
ers, securing a paying revenue from 
the start, apart from our own great 
coasting tonnage between our At- 
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lantic and Pacific States. Until it is 
completed there will be a laudable 
anxiety on the part of every Ameri- 
can as to our competency to build a 
great public work in a distant coun- 
try economically and successfully. 
The eyes of the civilized world, 
monetary, commercially, and scien- 
tifically, are on the Nicaragua Canal 
Company. 


—JULY 1889— 


Collections 


From extended inquiry we are 
satisfied that payments have been 
good, and that nothing but satis- 
factory collections could account for 
the present fine condition of the 
banks throughout the country, the 
absence of abnormal failures and 
the general cheerful tone of mer- 
cantile criticism everywhere. This 
is as it should be under present 
strict rules of credit, prudent bank- 
ing, low prices and the generous 
crops of 1888. 


—JULY 1889— 


This important item in the finan- 
cial history of the country should 
not be forgotten to the credit of the 
National bank system. With the re- 
turn to specie basis and common 
par footing with the outer world, 
prosperity returned and heavy 
importing as the result of heavy 
exporting, and hence immense 
surplus revenue and a surplus and 
the application of that to the reduc- 
tion of the debt, and reduction of 
debt overriding every other consid- 


GENERAL 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


MOTORS ACCEPTANCE 


v1? 


INSTALMENT 
PLAN 


eration, the bond basis of our grand 
banking system is gradually being 
removed and the present decline is 
the result. The mere number of 
banks in business will not guide; a 
further analysis of capital, deposits, 
and the growth of the country is 
needed. Were it not for the $3,000,- 
000 limit, the National bank circu- 
lation would have been all surrend- 
ered, except perhaps by a few 
country banks to the extent of the 
minimum deposit basis. 


—JULY 1889— 


Los Angeles, Cal.—The cable line 
was formally opened last month, 
and at a generous lunch which was 
given on the occasion by the com- 
pany, presided over by Vice Presi- 
dent J. C. Robinson, excellent 
speeches were made, and in the 
absence of the president, C. B. 
Holmes, Esq., of Chicago, the fol- 
lowing telegraph was forwarded to 
him by the Mayor on resolutions of 
the guests: “Accept the congratula- 
tions of the citizens of Los Angeles 
on the auspicious opening of the 
Cable Railway in this city.” 


—JULY 1889— 


Attempts on banks continue and 
no doubt will always continue. 
There seems to be always a weak 
point that the discerning burglar 
can use. Lately in a Kansas case it 
was a back door poorly secured, 
and much injury to the safe re- 
sulted. 


CORPORATION 


foreign made automotive vehicles. 
The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 
In obtaining short term accom: 
modation, GMAC issues one stan’ 
dard form of note. This obliga- 
tion it offers to banks 

and institutions, in 

yh convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


BRANCHES IN PRINCIPAL CITIES 


—JULY 1889— 


In 1878 we had only $157,000,000 
of gold in the country, of which the 
Treasury held $126,000,000. 

The banks had only $31,000,000! 

The total paper circulation to be 
protected was $685,000,000. 


—JULY 1889— 


Specie payments were resumed 
and our paper money raised to par, 
but it was attempted and carried to 
success because the banks and the 
Government were one in council 
and action, and the Treasury stood 
in the function to the banks that the 
Bank of England does to the banks 
of Great Britain. 


Bankers Trust Issues Beautiful 
Historical Book 


While exhibitors at the New York 
World’s Fair are calling the atten- 
tion of the public to the latest de- 
velopments in the fields of science, 
art, and industry, the Bankers Trust 
Company has paused to look back 
at the event which the Fair com- 
memorates—the inauguration of 
George Washington as the first 
president of the United States on 
April 30, 1789. That ceremony 
occurred at Federal Hall which 
stood in Wall Street, New York City, 
on ground adjacent to that now 
occupied by the Bankers Trust 
Company building. 

In an attractive 112-page book 
just published under the title “Wall 
and Nassau,” is assembled a wealth 
of information and illustrations per- 
taining to the inauguration of Wash- 
ington. The book also contains a 
picture-story tracing the growth of 
Wall Street from the social and 
political center of the nation in 1789 
to the financial center of America in 
1939. 

According to “Wall and Nassau,” 
which was printed for private dis- 
tribution, the historic Federal Hall 
was demolished in 1813, and scarcely 
any relics of the building have been 
preserved. The railing from the 
balcony is now in the possession of 
the New York Historical Society, 
and the stone on which Washing- 
ton stood when he took the oath of 
office is imbedded in the south wall 
of the interior of the United States 
Sub-Treasury on the east side of 
Wall and Nassau streets. 


officer 


bank purchasing 
makes a considerable saving for his 
bank by working with the heads of 
each department in revising and 
simplifying all forms. 


One 
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BANK 
BUILDING NEWS 


First National Bank, Tarkio, Mo.— 
remodeling, new entrance, mod- 
ern lobby fixtures, acoustical walls 
and ceiling, indirect lighting. 

Farmers and Merchants’ Bank, 
Springfield, Mo.—remodeling new 
quarters, new vaults—$2,700. 

Lincoln National Bank, . Hodgen- 
ville, Ky.—enlarging and _ re- 
modeling, new fixtures. 

Bank of America, Fulton-Fresno 
Branch, Fresno, Calif.—enlarging 
and remodeling, new entrance, 
mezzanine floor, acoustical ceil- 
ings, air conditioning, improved 
heating and lighting systems— 
$65,000. 

Citizens Bank, Pleasant Hill, Mo.— 
automatic gas furnace. 

First State Bank, Purcell, Okla.— 
modern lobby fixtures. 

Fort Worth (Tex.) National Bank— 
air conditioning entire building— 
$200,000. 

Bank of Poplar Bluff, Mo.—remod- 
eling interior. 

Bank of Sullivan, Mo.—oil heating 
plant, venetian blinds. 

Berlin Savings Bank, Hartford, 
Conn.—new directors’ room and 
additional vault. 

Commercial National Bank, Shreve- 
port, La——new 17-story building, 
air conditioning—$1,000,000. 


Assignment Of Life Insurance 
Policies As Collateral Security 


By Robert C. Tait, 

Assistant trust officer, Genesee Val- 
ley Trust Company, Rochester, New 
York. 

Published by The Graduate Sc,.90l 
of Banking, 22 East 40 Street, New 
York, 1939; $2. 

The author states that banks are 
holding thousands of life insurance 
policies assigned as collateral secu- 
rity. In many cases, the loans are 
inadequately secured because of im- 
proper assignments. In many cases, 
the security is adequate, but the 
form of assignment has deprived the 
msured of valuable rights and 
privileges inherent in his insurance. 
In relatively few cases, does the 
method of assignment give the bank 
adequate protection and at the same 
time preserve the insured’s rights 
and privileges. 

The book consists of four parts. 


July, 1939 





DO YOU WANT | 


wih Windshield? 


N THE early days of automotive 
[ transportation, that was one of the 
questions asked when you bought an 
automobile. It seems strange today, but 
are we doing things that will seem as 


strange thirty years from now? 


For instance, when you build or remodel 
a bank, isn’t it as logical to have all the 
work, including plans and accessories, 
handled by one experienced company, 
under a single contract, as it is to buy 


all of your automobile in one piece? It’s 


the new way, the economical way, and 


the right way. May we call? 








The first section deals with the legal 
aspects of the assignment of life 
insurance policies and covers the 
development of statutory and case 
law on the subject. 

In the second part of the text, the 
author discusses the insured’s rights 
and powers and which of these 
should be conveyed to a bank in an 
assignment for collateral security. 

Part III consists of an analysis of 
the advantages and disadvantages of 
various methods and forms of as- 
signment from the standpoint of the 
insured as well as the assignee. Ten 
actual assignment forms, including 
the new proposed standard form of 


ST. LOUIS 
BANK BUILDING 
& EQUIPMENT CO. 


NINTH AND SIDNEY- ST. LOUIS 


collateral assignment recently ap- 
proved by joint committees of the 
American Bankers Association and 
the Association of Life Insurance 
Counsel, are presented and dis- 
cussed. 

The fourth and concluding section 
gives the author’s reasons for selec- 
tion of a collateral form of assign- 
ment and recommends general 
adoption by the banks of the new 
proposed standard assignment form. 
The author then gives a complete 
outline of procedure for banks in 
making and handling insurance 
loans, and closes with a summary 
of desirable future developments. 
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WHO'S WHO IN BANKING NEWS 


Girard Trust Promotes 

James E. Gowen, president of the 
Girard Trust Co. of Philadelphia, 
Pa., recently announced that F. 


Lewis Barroll, formerly treasurer, 
had been appointed secretary-treas- 
urer, and that George H. Brown, Jr., 
and Charles J. Cullen have been 
advanced from assistant real estate 
officers to real estate officers. Other 
promotions announced at the same 
time were: Wesley Mitchell, former 
assistant statistician, and John M. 
Richards appointed as assistant sec- 
retaries; G. Randle Grimes and 
Lewis H. Kirk named assistant trust 
officers; William O. Master and 
George Stadtler, Jr., assistant trust 
investment officers; F. W. Elliott 
Farr and S. Powell Griffitts, assist- 
ant statisticians; J. Herbert Saur- 
man, Jr., assistant office manager, 
and John DeVenuto, who was ad- 
vanced from assistant to super- 
intendent of the safe deposit depart- 
ment. 


Fuller President, First National 
Of Ft. Worth 


The board of directors of the 
First National Bank of Fort Worth, 
Tex., have elected Marshall A. 
Fuller to the presidency of that 
institution, succeeding the late John 
N. Sparks. Mr. Fuller, who is the 
fifth president to lead the First Na- 
tional in its 70 years, and who has 
been the director of the bank since 
1936. He is also president of the 
Snyder National Bank at Snyder, 
Tex. He is also known throughout 
the state as a successful rancher 
and a breeder of Hereford cattle. 


St. Louis Theater Group 
Reelects Holderness 


M. E. Holderness, vice president 
of First National Bank in St. Louis, 
Mo., has been reelected president 
of the Playgoers of St. Louis. This 
organization, which is largely re- 
sponsible for making the best legiti- 
mate plays available to the St. 
Louis public, is now perfecting 
plans for the 1939-40 theater season. 
Mr. Holderness, incidentally, is also 
treasurer of the St. Louis Municipal 
Theater Association which sponsors 
the nationally known St. Louis Out- 
door Theater programs. 
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Credit Men Elect Welch 


Harvey L. Welch, vice president 
and manager of the Credit depart- 
ment of the First National Bank in 
St. Louis, was elected first vice 
president of Robert Morris Asso- 
ciates, a national association of 
financial credit men, at the recent 
annual meeting held at Skytop, Pa. 


Irwin Associate Educational 
Director Of A. I. B. 


William A. Irwin has been named 
associate educational director of the 
American Institute of Banking, the 
educational section of the American 
Bankers Association, according to 
announcement by Dr. Harold Ston- 
ier, national educational director of 
the Institute. Mr. Irwin formerly 
had the title of assistant educational 
director of the Institute. He retains 
his title of assistant director of The 
Graduate School of Banking. The 
change is a result of action taken by 
the Administrative Committee of 
the American Bankers Association 
at its recent meeting at Hot Springs, 
Virginia. 


Simpson Heads Committee 


A. D. Simpson, president of the 
National Bank of Commerce of 
Houston, Houston, Tex., has been 
selected for the chairmanship of the 
convention committee of that city’s 
Chamber of Commerce. One of the 
first results of Mr. Simpson’s leader- 
ship is the selection of Houston by 
the Texas Division of the Invest- 
ment Bankers Association for their 
September meeting. 


New Jersey Banks Closed 
All Day Saturday 


During the months of July and 
August, the banks of the State of 
New Jersey are required by law to 
observe a banking holiday. 

The banks in that state are closed 
all day every Saturday during 
those two months. 

A bill is now pending in the New 
Jersey Legislature which, if passed, 
would make all day Saturday in the 
months of June, July, August, and 
September bank holidays. 


Heads Frisco Festival 


Parker S. Maddux, president of 
the San Francisco Bank, has beep 
elected president of the San Fran. 
cisco Festival Association, an organ. 
ization which has been set up for 
the purpose of sponsoring an annual 
fiesta for that city. 


Culver Joins Central 
Hanover Board 


Bernard M. Culver, president and 
director of the Continental Insur- 
ance Company, New York, has been 
elected a member of the board of 
trustees of the Central Hanover 
Bank and Trust Company. 

Mr. Culver is also president and 
director of the Niagara Fire Insur- 
ance Company, Maryland Insurance 
Company, Fidelity-Phenix Fire In- 
surance Company, American Eagle 
Fire Insurance Company, First 
American Fire Insurance Company, 
and Fidelity and Casualty Company 
of New York. In addition, he isa 
Director of the Home Life Insurance 
Company of New York, Reinsur- 
ance Corporation of New York, and 
the Underwriters Salvage Con- 
pany. 

Outside the insurance field, Mr. 
Culver’s connections include direc- 
torships in the Shell Union Oil Cor- 
poration and the Sanborn Map 
Company. 


Takes Wisconsin Bankshares Post 


Pickens Johnson, widely known 
in Milwaukee investment circles, 
has been appointed to head the 
securities department of Wisconsil 
Bankshares corporation, it was al- 
nounced by Bankshares officials 
today. 

Mr. Johnson has been in charge 
of the Milwaukee office of the Cen- 
tral Republic company for the past 
five years, having been associated 
with the company since Novembe 
1, 1922. He was graduated from 
Cornell university in June, 1922. 

Mr. Johnson will assume his new 
position Monday (June 5) succeed- 
ing Vernon G. Zeller who has bee! 
appointed by Governor Hiel & 
director of the Wisconsin depart 
ment of securities. 
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Historical Banking Oddities 


S: HIGHLY REGARDED WAS THE 
CENTURY FLORENTINE BANK OF THE MEDICI 
AGREED TO PAY ENGLAND A YEARLY INDEMNITY OF 50,000 CROWNS 
FOR A FULL ONE HUNDRED YEARS THE MEDIC! WERE MADE 
SURETY FOR THE CONTINUED PAYMENT OF THE INDEMNITY. 


See, 


Riedlin, Valuable Citizen 


Gustav Riedlin, manager of the 
international banking department 
of the Bank of America, has been 
named as the most valuable citizen 
of Los Angeles in world commerce 
for 1939, and recently received from 
the city’s mayor a bronze plaque 
commemorating the award. Mr. 
Riedlin is a former president of the 
Foreign Trade Association of South- 
ern California. 


Moore Advances In 
National City 


George S. Moore, who has been 
an assistant vice president of the 
National City Bank of New York 
since November, 1934, has been ad- 
vanced to a vice presidency in that 
Institution. Mr. Moore graduated 


July, 1939 


INTEGRITY OF THE 15TH 
THAT WHEN FRANCE 


eae 


from Yale in 1927, and has been in 
the banking business since that 
time, having entered the Farmers’ 
Loan and Trust Co. (now the City 
Bank Farmers Trust Co.) a few 
months after graduation. 


Rouff On Memorial Board 


Melvin Rouff, vice president of the 
Houston National Bank of Houston, 
Texas, has been elected a member 
of the board of directors of the 
Moline-Sterne-Wolff Memorial 
Home. 


Anton Heads Illinois Bankers 


At the 49th annual convention of 
the Illinois Bankers Association in 
Peoria, John J. Anton, vice presi- 
dent of the First National Bank of 


Chicago, was elected president of 
that organization for the coming 
year. 


Illinois Bankers’ Creed ~ 


“The member banks of the IIli- 
nois Bankers Association have faith 
in the future. They have faith in 
the men who manage other types 
of business. They have faith in the 
people, and, finally, have faith that 
the blood of our ancestors, flowing 
through the veins of this and future 
generations, will restore mental, 
physical and material health to this 
nation.” — Declaration of Policy 
adopted at the 1939 Convention, - 
Illinois Bankers Assn. 


Chicago Advertisers 
Re-elect Price 


Chester L. Price, Advertising and 
Publicity Manager of the City Na- 
tional Bank and Trust Company of 
Chicago, was recently re-elected for 
his sixth term as treasurer of The 
Chicago Federated Advertising 
Club, an organization composed of 
15 individual advertising clubs and 
over 500 personal memberships. 

Mr. Price is also serving his fifth 
term as treasurer of The Chicago 
Executives Association. 


Nickel Plate Elects McLucas 


Walter S. McLucas, chairman of 
the board of directors of the Na- 
tional Bank of Detroit, has been 
elected to the executive committee 
of the New York, Chicago & St. 
Louis Railroad popularly known as 
the Nickel Plate. 


Tom Smith On University Board 


The Governor of the state of Mis- 
souri has recently announced the 
nomination of Tom K. Smith, presi- 
dent of the Boatmen’s National 
Bank, St. Louis, and recent presi- 
dent of the American Bankers As- 
sociation, as a member of the board 
of curators of the University of 
Missouri. Mr. Smith graduated from 
the University of Missouri in 1904, 
and at commencement time two 
years ago, was awarded the school’s 
first citation for “outstanding service 
to the University”. 


One cashier uses slack days to 
teach employees other jobs and 
thus he makes each one more valu- 
able. 
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Christmas Savings Club Services 


Now is the time to place your 
order with Rand MCNally & Com- 
pany for your Christmas Savings 
Club materials. 

Select now, from our large and 
varied assortment of styles and 
designs, the exact coupon book, 
pass book, punch or dating card 
most suited to your bank. Choose 
the artwork and copy for checks, 
folders, blotters, and other adver- 
tising matter now and be assured 
the exclusive use in your banking 
vicinity of the material you want. 

You make no mistake when you 
order your Savings Club Services 
from Rand M¢Nally. This fresh, 


entirely new line of materials for 
Christmas, Tax, Vacation, and All- 
Purpose Savings Clubs, and for 
Personal Loan and Mortgage 
Amortization offers you the highest 
quality of art work and printing, 
the utmost in safety and conven- 
ience for both your bank and your 
customers. 

Write or wire today for com- 
plete information. Rand M¢Nally 
representatives are conveniently 
located in the principal banking 
centers. They will be glad to show 
you this large and entirely new 
selection of Savings Club mate- 


rials. Address: 


RAND MSNALLY & COMPANY 
SYSTEMS DIVISION 


New York 


536 S. CLARK ST., CHICAGO 


San Francisco 


= John M. Galvin, assistant treasurer 


Y.M.C.A. Re-elects Ottley 

The Young Men’s Christian Asso- 
ciation of Atlanta, Ga., has re- 
elected John K. Ottley, chairman 
of the board of the First National 
Bank of Atlanta, as head of the 
board of trustees of the city’s Y 
organization. 


Buffalo Bankers Lead 
Junior Chamber 

The Junior Chamber of Commerce 
of Buffalo, New York, is depending 
in a large degree upon the bankers 
of that city for the success of its 
program during the coming year. 
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of the Marine Trust Co., has been 
elected president. Carlton Matthews, 
assistant manager of the Delaware 
Avenue Branch of the Manufac- 
turers & Traders Trust Co., was 
elected as treasurer, and E. Roy 
Hodge, manager of the Buffalo 
Clearing House Association, was 
picked as a director for a two year 
period. 


A Wisconsin cashier trains his 
employees to interpret the bank’s 
statement. 
much better when they know the 
significance of each item. 


They serve customers 


1939 CONVENTIONS 


National Associations 


Sept. 11-14—Financial Advertiser; 
Association—Royal York Hotel, 
Toronto, Canada. 

Sept. 20-22—National Association of 
State Bank Supervisors — Sal 
Lake City, Utah. 

Sept. 25-28—American Bankers As. 
sociation—Olympic Hotel, Seattle 
Wash. 

Oct. 9-11—Morris Plan Bankers As. 
sociation, Westchester Country 
Club, Rye, N. Y. 


State Associations 


Delaware—Rehoboth Beach, Sep- 
tember (place and date tentative), 

Nebraska—Omaha—dates to be 
selected later. 


Bankers’ Conferences 


July 10-14—North Carolina Bank- 
ers Conference — University of 
North Carolina, Chapel Hill. 

July 18-20—Kentucky Banker 
Conference—University of Ken- 
tucky, Lexington. 

Aug. 14 week—Tennessee—Univer- 
sity of Tennessee, Knoxville. 
Aug. 21-Sept. 1—Pacific Northwest 
Banking School—Seattle, Wash. 


Gross Heads Troy 
Union National 


The Union National Bank of Troy, 
N. Y., has advanced Louis Gross 
from vice president to president to 
succeed the late Edward B. Wilson. 
Mr. Gross, who is a native of the 
city of Troy, has been a vice presi- 
dent of the institution since 1935. 


100 Miles Onward 


The average freight haul m 
American railways has lengthened 
by 100 miles during the past 2 
years, according to the Association 
of American Railroads, which places 
the average haul today at 355 miles. 


When a new or improved custome! 
service is provided, the local papel 
will be glad to publish a news item 
about it. 


Good employees are proud to be 
members of the organization with 
which they work. 
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Changes since Rand M¢Nally Bankers Directory, First 1939 Edition 


Banks not previously reported indicated by a * 


NEW AND REOPENED INSTITUTIONS 


New Branches. ... 
Reopened Banks . . 


National 5; State 8...... 
National 19; State 19; Oth 
me State 1... 


BANKS REPORTED DISCONTINUED 


Through Liquidation 
Through Absorption 
Through Conversion 
Through Merger 

Total discontinued 


National 3; State 23.......... 
National 12; State 24 

National 2; State 

National 2; State 4. 


National 19; State 56. .....ccccccccce 


BRANCHES REPORTED DISCONTINUE 


Through Liquidation 
Through Absorption 
Through Conversion 


Total Discontinued 


CHANGES IN TITLE AND/OR LOCATIONS 


Head Offices .. 
Branches... . 


ALABAMA 
Albertville 


*State National Bank 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 

Albertville 

*Tennessee Valley Bank, Branch of De- 
catur 61-304 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 

Athens 

*State National Bank of Decatur, 
Branch of Decatur 61-273 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 

Athens 

*Tennessee Valley Bank, Branch of De- 
eatur 61-273 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 

Collinsville 

*State National é of 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 

Collinsville 

*Tennessee Valley Bank, Branch of De- 
catur 61-361 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13. 
1939) 

Courtland 

*State National Bank of Decatur, 
Branch of Decatur 61-280 
(Conversion of Tennessee Valley Bank, 
_ Branch of Decatur, May 13, 1939) 

Courtland 

*Tennessee Valley Bank, Branch of De- 
catur 61-280 
(Converted to State National Bank of 


Decatur, Branch of Decatur, May 13, 
1939) 


Cullman 

*State National Bank of Decatur, 
Branch of Decatur 61-472 
(Conversion of Tennessee Valley Bank, 
_ Branch of Decatur, May 13, 1939) 

Cullman 

*Tennessee Valley Bank, Branch of De- 
catur 61-472 
(Converted to State National Bank of 


Decatur, Brancl ¥ Mz : 
1939) ch of Decatur, May 13, 


Decatur 


*State National Bank of Decatur.61-116 
(Capital: Common $100,000, Preferred 
$250,000, T. J. Cottingham, President, 
J. S. Wyatt, Cashier. Conversion of 
Tennessee Valley Bank and thirteen 
branches located throughout Alabama. 
Effective May 13, 1939) 
Decatur 
*Tennessee Valley Bank 
(Head Office and thirteen 
converted to State National 
Decatur and branches, 
Falkville 
*State 


Decatur, 


Decatur, 


branches 
Bank of 
May 13, 1939) 


National Bank of 


July, 1939 


Decatur, 


.-..- National 3; State 8.......... 


ee) Pe 


Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 

Falkville 

*Tennessee Valley Bank, Branch of De- 
catur 61-288 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 

Florence 

*State National Bank of 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 

Florence 

*Tennessee Valley Bank, Branch of De- 
catur 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 

Haleyville 

*State National Bank of Decatur, 
Branch of Decatur 61-200 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 

Haleyville 

*Tennessee Valley Bank, Branch of De- 
catur 61-200 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 

Huntsville 

*State National Bank of Decatur, 
Branch of Decatur 61-78 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 

Huntsville 

*Tennessee Valley Bank, Branch of De- 
catur 61-78 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 

Leighton 

*State National Bank 
Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 

Leighton 

*Tennessee Valley Bank, Branch of De- 
eatur 
(Converted to State 
Decatur, Branch 
1939) 

Russellville 

*Tennessee Valley Bank, Branch of De- 
eatur 61-154 
(Sold to Citizens Bank & Savings Com- 
pany, April 29, 1939) 

Scottsboro 

*State National Bank of Decatur, 
Branch of Decatur 61-213 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 

Scottsboro 

*Tennessee Valley Bank, Branch of De- 
eatur 
(Converted to 
Decatur, 
1939) 

Sheffield 

*State 


Decatur, 


Decatur, 


National Bank of 
of Decatur, May 13, 


State National Bank of 
Branch of Decatur, May 13, 


National Bank of Decatur, 


Branch of Decatur 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 

Sheffield 

*Tennessee Valley Bank, Branch of De- 
ecatur 61-106 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 

Tuscumbia 

*State National Bank of Decatur, 
Branch of Decatur 61-122 
(Conversion of Tennessee Valley Bank, 
Branch of Decatur, May 13, 1939) 

Tuscumbia 

*Tennessee Valley Bank, Branch of De- 
eatur 61-122 
(Converted to State National Bank of 
Decatur, Branch of Decatur, May 13, 
1939) 


ARKANSAS 
Atkins 


Merchants & Farmers Bank....81-216 
(Voluntarily liquidated March 23, 1939) 
Hartman 
Bank of Hartman 
(Voluntarily liquidated. Ceased receiv- 
ing deposits April 13, 1939) 
Mansfield 
Bank of Mansfield... 
(Capital $30,000, Surplus and Profits 
$11,000. C. C. Graves, President, G. R. 
Holbrook, Cashier. Purchased assets 
and assumed liabilities of the National 
Bank of Mansfield.) 
Mansfield 
National Bank of Mansfield... .81-249 
(Assets purchased and liabilities as- 
sumed by Bank of Mansfield which 
opened March 6, 1939) 


CALIFORNIA 
Colton 


Citizens National Bank........90-300 
(Taken over ‘by Citizens National 
Trust & Savings Bank, Riverside, 
March 15, 1939, which bank now 
operates a branch at Colton) 
Colton 

Citizens National Trust & Savin 
Bank, Colton Branch of Riverside 


Succeeded 
Citizens National Bank, Colton, March 
15, 1939) 


DELAWARE 
Milton 


First National Bank... 
(Voluntarily liquidated March 1, 1939) 
Wilmington 
*Provident Trust Company 
(Voluntarily liquidated May 10, 
Changed name to Provident 
Bank, and not operating as a bank. 


FLORIDA 
Brooksville 
First National Bank in vere 


CORRE RHEE EEE EHH HEHEHE HEHE 
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(Deposits assumed by Hernando State 
Bank, February 27, 1939) 


Miami 
Gables Trust Company (Shoreland Ar- 
Ds SE Diode dud 0 Ade sce waees 63-537 
(Capital $102,000, Surplus and Profits 
$85,000. Oscar F. Miller, President, 
Lindsey Hopkins, Jr., Treasurer. 


Authorized to engage in general trust 
business January 20, 1939) 
Sanford 


*Florida State Bank of Sanford. .63-538 
(Capital $50,000, Surplus $10,000. M. 
G. McNair, President, R. G. Bennett, 
Cashier. Opened June 2, 1939) 
IDAHO 
Parma 
First National Bank............ 92-192 


(Will be acquired by The Idaho First 
National Bank of Boise, Boise, April 
7, 1939 and operated as Parma Branch 
of Boise) 
Parma 

The Idaho First National Bank of 
Boise, Parma Branch of Boise. .92-192 
(Succeeded First National Bank, April 


8, 1939) 
ILLINOIS 
Brussells 
| a a) | ar 70-1193 
(Liquidated through Bank of Calhoun 
County, Hardin, April 13, 1939) 
Columbia 
Monroe County Savings Bank & Trust 
PT. .ctnecnds dieeagasee ads 70-1800 


(Converted to Monroe National Bank 
of Columbia, April 10, 1939) 


Columbia 
Monroe National Bank of Columbia 
II OO ee eer ‘ . 70-1800 
(Capital $50,000, Surplus" ‘and Profits 


$24,756. E. L. Rauch, President, Arthur 
P. Wink, Cashier. Conversion of 
Monroe County Savings Bank & Trust 
Company, April 10, 1939) 


Elmhurst 

Elmhurst National Bank........ 70-598 
(Capital $250,000. Albert H. Glos, 
President, Otto <A. Popp, Cashier. 


Charter issued February 28, 1939. Con- 
version of Elmhurst State Bank) 
Elmhurst 
Elmhurst State Bank...........70-598 
(Converted to Elmhurst National Bank 
February 28, 1939) 
Fairbury 
Fairbury State Bank.......... 70-563 
(Converted to First National Bank in 


Fairbury, April 15, 1939) 

Fairbury 
First National Bank in Fairbury 
Se nT ee et eee 70-563 
(Capital $50,000, Surplus and Profits 


$30,000. T. D. Karnes, President, M. E. 

Tarpy, Cashier. Conversion of Fair- 

bury State Bank, April 15, 1939) 
Macomb 


*Citizens National Bank of Macomb 
SEO rn VF rere Per ere 70-363 
(Capital $100,000. E. T. Walker, Presi- 
dent, J. B. Wolfe, Cashier. Conversion 
of Citizens State Bank. Charter issued 
May 31, 1939) 

Macomb 


*Citizens State Bank 70-363 
(Converted to Citizens National Bank 


of Macomb, May 31, 1939) 

Payson 
ame MerOOt BARE. ..scccscccvccs 70-1067 
(Voluntarily liquidated March 15, 1939) 

INDIANA 

Brookville 
National Brookville Bank....... 71-463 
(Sold its assets and transferred its 


deposits to Franklin County National 
Bank, March 14, 1939) 


Fulton 
Farmers & Merchants Bank, _ 
Branch of Rochester.......... 1-1305 


(Glenn A. Jackson, in charge. Somat 
March 20, 1939) 

Fulton 
Fulton State Bank......... 
(Closed March 20, 1939) 

La Fayette 

*First-Merchants National Bank. .71-97 
(Changed title to First Merchants Na- 
tional Bank and Trust Company 
Lafayette, June 1, 1939) 

La Fayette 

*First Merchants National Bank and 
Trust Company of Lafayette....71-97 
(Change in title of First-Merchants 
National Bank. Effective June 1, 1939) 


--71-761 


IOWA 
Badger, Ia. 
Humboldt Trust & Savings Bank, Of- 
re ir  \:...« o\4 kinind no eK 0ue.6 
(Discontinued March 17, 1939) 
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of 


Des Moines 
University State Bank 33-56 
(Assets purchased and liabilities as- 
sumed by First Federal State Bank, 
March 6, 1939) 

Dike 
*Dike Savings Bank 72-1745 
(Suspended business May 2, 1939) 

Dow City 
a State Bank, Dow City Office of 

BO icnbo0éc ae ones 0006s 20000060 64 
(Discontinued February 1, 1939) 

Thor 

Humboldt Trust & Savings Bank, Of- 

en oe errr ree ee 

(Wesley J. Simpson, Manager. Opened 

March 21, 1939) 


KANSAS 
Morganville 
Bank of Morganville 
(Closed by order of its board of direc- 
tors April 26. 1939) 


KENTUCKY 
Corinth 
3 | PRU EPE TREC eee 73-417 
(Voluntarily liquidated March 13, 
1939) 
Frankfort 
Peoples State Bank............. 73-64 


(Assets sold to Farmers Bank and 
Capital Trust Company, February 21, 
1939) 
Golden Pond 
Bank of Golden Pond.......... - 73-505 
(Placed in hands of State Banking 
Department for liquidation, February 
24, 1939) 
Hardinsburg 
*Citizens Security 
(Assets purchased 
May 13, 1939 
ities) 
Louisville 
Ce MOE «sé addowecandacecees 21-77 
(Closed May 21, 1939) 
Munfordville 
National Bank of Munfordville. .73-684 
(Placed in liquidation February 1, 
1939. Deposit liability assumed by 
Hart — Deposit Bank, January 
28, 1939) 
Rocky Hill 
Bauk Of FOOGy BL. 6 oiccccesss 73-587 
(Closed March 4, 1939. Plaeed in the 
hands of the State Banking Depart- 
ment for liquidation) 


Pe 
by Farmers Bank, 
to secure deposit liabil- 


MAINE 
Lewiston 


The First Industrial Bank of Maine, 
Lewiston Branch of Portland......... 
(Change in title of Portland Morris 
Plan Bank, Lewiston-Auburn Branch 


of Portland. Effective January 18, 
1939) 

Lewiston 
Portland Morris Plan Bank, Lewiston- 
Auburn Branch of Portland.......... 


(Changed title to The First Industrial 
Bank of Maine, Lewiston Branch of 
Portland, January 18, 1939) 


Portland 
The First Industrial Bank of siete 
(Capital * $100,000, “Surplus " “$60,000. 


Frank L. Rawson, President, T. Max- 
well Marshall, Treasurer. Change in 
title of Portland Morris Plan Bank. 
Effective January 18, 1939) 
Portland 

Portland Morris Plan Bank......52-14 
Changed title to The First Industrial 
Bank of Maine, January 18, 1939) 


MARYLAND 
Lonaconing 


Allegany Savings Bank.......... 65-87 
(Deposit liabilities assumed by Liberty 
Trust Company, Cumberland, March 31, 
1939, which bank now operates a 
branch at Lonaconing) 
Lonaconing 

Liberty Trust Company, Lonaconing 
Branch of Cumberiand..........cccess 
(Succeeded Allegany Savings Bank, 
March 31, 1939) 


MASSACHUSETTS 
Lowell 
*Mechanic Savings Bank in Lowell 
(Merged with Merrimack River Sav- 
ings Bank, May 6, 1939 and operated 
as Mechanics Brane h) 


Lowell 
Merrimack River Savings Bank, 
DIE IN ink 5d Sa bodetiadas 
(Succeeded Mechanics Savings Bank 


in Lowell which merged May 6, with 
the Merrimack River Savings Bank as 
a branch) 





MICHIGAN 


Port Huron 
— National Bank of Port Hue 
(Ss. A . Graham, President, L. R. Morte 

Cashier, Change in title of First Na. 
tional Trust & Savings Bank, Marg 
15, 1939) 

Port Huron 
First National Trust & Savings Ban 

iehawe o96eeeenune 
(Changed title to First National Bank 
of Port Huron, March 15, 1939) 

Reading 
Branch County Savings Bank, Readin 
Office of Coldwater.. « 74-10) 


ee eeeeeee 


(Edward L. Doe, Manager. Openy 
April 4, 1939) 
MINNESOTA 

Kerkhoven 

Security State Bank... cccssccss 75-54) 

(Deposit liability assumed by Stat 

Bank of Kerkhoven, April 22, 1939) 
Mora 

State Bank Of MOrA. ..ccccesces 75-38 


(Assets purchased and deposit liability 

assumed by Kanabec State Bank, Apri 

8, 1939) 
Robbinsdale 

Security State Bank of Robbinsda) 
75-144 
(Formerly Security State Bank of Rob. 
binsdale, Inc. Articles of Incorpor. 
tion amended to eliminate word “Ip. 
corporated”, April 12, 1939) 


MISSISSIPPI 


Waynesboro 


First National Bank in Waynesbon 
85-40 
liabilities as 


Bank, May | 


(Assets purchased and 
sumed by First State 
1939) 
Waynesboro 

First State Bank 85-40 
(Capital $25,000, Surplus and Profits 
$20,000. Robert Golden, President 
Vv. B. McWhorter, Cashier. Purchase 
assets and assumed liabilities of Firs 
— Bank in Waynesboro, May | 
1939) 


MISSOURI 
Dora 


Bank of Dora....... . 80-168 
(Paid deposits in full and ‘began vol 
untary liquidation of remaining assets 
March 10, 1939) 
Humphreys 

Farmers Exchange Bank......80-10i 
(Taken over by Citizens Savings Bank, 
Browning, March 4, 1939) 


NEBRASKA 


Bertrand 
DORK Of. BOPtIOOG. .ccsccccesves 
(Capital $20,000, Surplus and Profits 
$5,000. F. R. Kingsley, President, H.& 
Kingsley, Cashier. Change in title an 
location of Norman Exchange Bank 
Norman. Effective May 1, 1939) 
Cushing 
Cushing State Bank............ 
(Voluntarily liquidated March 20, ft 
Norman 
Norman Exchange Bank 
(Moved and changed title to Bank af 
Bertrand, Bertrand, May 1, 1939) 
Rushville 
Union State Bank...........0+. 76-31 
(Voluntarily liquidated’ March 3, 19% 
Certain assets sold to Stockmens Nt 
s — Bank) 
pringview 
Stockmens Bank... ...-.ccceccsses 76-61) 
(Absorbed by First National Bank 
March 30, 1939) 


NEW JERSEY 


Hillside (Station Elizabeth P. 0.) . 
Hillside Trust Company.... 5-6 
(Closed voluntarily March 6, at 
Filed certificate of surrender of cor 
porate privileges and powers in 0 
of Department of Banking and Insw 


eee 


ance, March 9, 1939) 

Hoboken 
Columbia Trust Company of New Je& 
OO Boiss cast csevarscasviis tase 55-I1h 


(Merged with Hudson Trust Compal, 

Union City, April 29, 1939. Office @ 

Columbia Trust Company of New Je 

sey discontinued) 
Jersey City 

West Bergen Trust Co. and we 
(Merged with Trust Co. of New Jersey) 
April 21, 1939 and operated as Wé 
Bergen Branch and West Side Brandl 
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ens Ne 


. 16-61) 
1 ° Bank, 


wark 
Newest Side Trust Company, 
Avenue Branch........ 
(Closed March 18, 1939) 
Plainfield 
First National Bank 
(Deposit liabilities assumed by Plain- 
field National Bank, April 10, 1939) 
Rahway 
Rahway Trust Company........55-252 
(Closed voluntarily March 13, 1939. 
Deposits transferred to Rahway Na- 
tional Bank) 
Union City 
*Commonwealth-Merchants Trust _Com- 


Clinton 


pany 

(Merger of Commonwealth Trust Com- 
pany and Merchants Trust Company. 
Effective June 5, 1939) 

Union City 

*Commonwealth Trust Company.55-152 
(Merged with Merchants Trust Com- 
pany under charter of Commonwealth 
Trust Company as Commonwealth- 
Merchants Trust Company, June 5, 
1939) 
Union City 

*Merchants Trust Company 

(Merged with Commonwealth Trust 
Company under charter of Common- 
wealth Trust Company as Common- 
wealth-Merchants Trust Company, 
June 5, 1939) 


NEW YORK 
Eden 
*Bank of Eden 50-1058 
(Deposit liabilities assumed by Bank 
of Gowanda, Gowanda, May 1, 1939, 
which bank now operates a branch at 
Eden) 
Eden 
*Bank of Gowanda, Branch of Gowanda 
50-1053 
(Succeeded Bank of Eden, May 1, 1939. 
Edgar O. Cheney, Manager) 
Mt. Kisco 
Insurance Loan Trust Company.50-1114 
(Capital $100,000, Surplus and Profits 
$14,000. Henry é. Adams, President, 
Edward A. McKaharay, Treasurer. 
Change in title of Trust Co. of North- 
ern Westchester. Approval given 
March 2, 1939) 
Mt. Kisco 
Trust Co. 


(Changed “title ‘to “Insurance Loan 
eee ne Approval given March 

New York, Borough of Bronx, N. Y. 
Manufacturers Trust Company, 3491 
Boston Rd., Office of Manhattan...... 
(To open June 1, 1939) 

New York, Borough of Bronx, N. Y. 
Manufacturers Trust Company, 250 City 
Island Ave., Office of Manhattan. 
(To open May 15, 1939) 

New York 
*Anglo-Prague Credit Bank, Agency of 
Prag, Germany, 67-69 William St. 
(Opened June 1, 1939) 

Niagara Falls 
Manufacturers and Traders Trust Co., 
Niagara Falls Office of Buffalo.50-1184 


F. J. Federlein, Manager. To open June 
1, 1939) 


Watkins Glen 
Elmira Bank & Trust Co., Watkins 
Glen branch office of Elmira 


tue Watkins State Bank, May 


Watkins Glen 
Watkins State Bank 50-530 
(Merged with Elmira Bank & Trust 
Co., Elmira, April 29, 1939 which bank 
will operate a branch at Watkins Glen) 


of Northern Weeeet 


NORTH CAROLINA 
Bailey 
*The Lucama-Kenly Bank, Branch of 
Lucama 
(Mrs. Beulah H. Harris, 
Opened April 1, 1939) 
layton 
Bank of Clayton. 
(Assets purchased and liabilities “as- 
sumed by First-Citizens Bank & Trust 
Company, Smithfield, April 15, 1939, 
which bank now operates a branch at 
Clayton) 
Clayton 
First-Citizens Bank & Trust Company, 
Branch of Smithfield 66-902 
&. T. Anderson, Jr., Assistant Cashier. 
1939) 0" Bank of Clayton, April 15, 


Lumberton 
The Scottish Bank.............66-932 
cepat $1 gies. “6 Sur Serples and Profits 
I P, 


hn man, President, 
L isa iteGorle, iS Opened March 


July, 1939 


Manager. 


Pembroke 
Bank of Pembroke.............66-520 
(Absorbed by The Scottish Bank, Lum- 
berton (new) March 1, 1939, and 
operated as a branch at Pembroke) 
Pembroke 
The Scottish veenyy Branch of Lumber- 
GBR cadesanse ete ntecocescaOeenee 
(E. B. Daniel, “Cashier. “Succeeded 
Bank of Pembroke, March 1, 1939) 
Red Springs 
Bank of Red Springs...........66-254 
(Absorbed by The Scottish Bank, 
Lumberton (new) March 1, 1939 and 
operated as a branch at Red Springs) 
Red Springs 
The Scottish Bank, Branch of Lum- 
BOROEE ccccsccec «0g0eccegecOeuee 
(J. A. McRae, Cashier. ‘a7 Bank 
of Red Springs, March 1, 1939) 


NORTH DAKOTA 
Bremen 


State Bank of Bremen..........77-523 
(Closed March 18, 1939) 

Northgate 

*First State Bank 
(Deposit liability assumed by First 
National Bank, Bowbells, May 20, 1939) 

Reynolds 

*First State Bank of Buxton, Paying 
and Receiving Station of Buxton 
(Oscar Evenstad, Manager. Opened 
January 28, 1939) 


OHIO 

Delaware 
Delaware County National Bank of 
DOIAWOPS ccccccccssccccccccccccReeee 
Se tee liquidated March 165, 
1939. Absorbed by First National Bank) 

Mount Vernon 
*The First-Knox 
Mount Vernon -297 
(Change in title of Knox National 
Bank in Mount Vernon. Effective May 
18, 1939. Capital $150,000) 

Mt. Vernon 
First National Bank 
(Merged with Knox National Bank in 
Mt. Vernon, April 19, 1939) 

Mount Vernon 

*Knox National Bank in Mount Vernon 

56- 297 

(Changed title to The First-Knox Na- 
tional Bank of Mount Vernon, May 18, 
1939) 


National Bank of 


OKLAHOMA 
Amorita 


Bank of Amorita 

(Taken over by Bank Commissioner 
for liquidation April 5, 1939) 

Pauls Valley 

State Title & Trust Company.......... 
(Successor to State Bank & Trust 
Company, Howe, which liquidated vol- 
untarily December 31, 1937. Resumed 
active operations and moved and 
speneed title. Reported March 20, 


OREGON 
Athena 


First National Bank ..-96- 
(Deposits acquired by The United 
States National Bank of Portland, 
Portland, April 15, 1939, which bank 
now operates a branch at Athena) 
Athena 

The United States National 
Branch of Portland. 96-146 
(F. S. LeGrow, Manager. Succeeded 
First National Bank, April 15, 1939) 


PENNSYLVANIA 

Homer City 
Homer City State Bank.......60-1544 
(Change in title and location of Ros- 
siter State Bank, Rossiter. Effective 
March 27, 1939) 

Rossiter 
Rossiter State Bank...........60-1544 
(Changed title and location to Homer 
City State Bank, Homer City, March 
27, 1939) 

Salisbury 
First 


Bank, 


National Bank of Salisbury 
inane .-60-1144 
(Deposit. “liability ‘assumed by Citi- 
zens National Bank, Meyersdale, April 


17, 1939) 
SOUTH CAROLINA 
Bamberg 


Bamberg Cash Depository......67-171 
(Capital $2,500, Surplus $250.00. T. F. 
Murphy, President and Cashier. Opened 
February 9, 1939. Took over local busi- 
ness of The South Carolina National 
Bank, Office of Charleston) 


SOUTH DAKOTA 
Irene 
Bank of Serpent: 
Centerville 
(Closed December 3i, 1938) 
Irene 
Security State Bank, 
Wakonda 
(A. E. Diefendorf, 
April 29, 1939) 
Sturgis 
*Commercial National 
(Absorbed by First National 
the Black Hills, Rapid City, Rapid 
City, May 1, 1939 which bank now 
operates an office at Sturgis) 
Sturgis 
*First National 
Hills, Rapid 
Rapid City 
(G. A. MeGarraugh, Vice 
and Manager. Succeeded 
National Bank, May 1, 


Irene Office of 


Irene Office of 


Manager. Opened 


Bank 


Bank of 
City, 


the Black 
Sturgis Office of 


President 
Commercial 
1939) 


TENNESSEE 
Coal Creek 


First National Bank - 
(Name of town changed to Lake City) 

Henning 

*Ripley Savings Bank & Trust Com- 
pany, Henning Branch of Ripley.87-783 
(Head Office and branch closed April 
27, 1939) 

Lake City 
First National Bank - 
(Formerly First National Bank, Coal 
Creek. Name of town changed from 
Coal Creek to Lake City) 

Ripley 

& Trust 


Ripley weteees Company 


e 87-172 
(Closed for 
1939) 


reorganization April 28, 


TEXAS 
Canadian 


Southwest National Bank 88-1957 
(Voluntarily liquidated April 21, 1939. 
(Merged with First National Bank) 

Chico 
Chico State Bank..... . 88-647 
(Sold to First Nationai “Bank, Bridge- 
port, March 18, 1939) 

Colorado City 

*City National Bank 
(Name of town changed from Colorado 
to Colorado City) 

Halisville 
Halisville State Bank........ 
(Purchased by _ First 
February 11, 1939) 

Jewett 
Jewett State Bank 
(Deposit liability assumed by State - 
Bank of Jewett, March 20, 1939) 

Jewett 
State Bank of Jewett 
(Capital, $25,000, Surplus $5,000. 
Wiley, President, R. B. Adams, Cash- 
ier. Chartered March 16, 1939. Assumed 
deposit liability of Jewett State Bank, 
March 20, 1939) 

Leary 
Guaranty State Bank..... 88-1867 
(Absorbed by Guaranty Bond State 
A Redwater, March 23, 1939) 

Roby 

*Roby State Bank 
(Voluntarily liquidated May 
Taken over by First National 
Rotan) 

Tatum 

*Tatum State Bank 
(Placed in hands of Banking Commis- 
sioner for liquidation May 2, 1939) 

Timpson 
Guaranty Bond State Bank 
(Consolidated with Cotton Belt State 
Bank, February 20, 1939) 


. -88-1882 
State Bank, 


88-1714 
1939. 
Bank, 


VIRGINIA 
Hague 
*Farmers Bank of Hague, 
Bank of Westmoreland, 
Beach 
(Robert M. Morris, Jr., 
Succeeded The Farmers 
Hague, Inc., April 6, 1939) 
Hague 
*The Farmers 


Branch of 
Inc., Colonial 

68-599 
Manager. 
Bank of 


Bank of Hague, Ine. 
68-599 
(Purchased by Bank of Westmoreland, 
Ine., Colonial Beach,- April 6, 1939, 
which bank now operates a branch at 
Hague) 
Parksley 
*Parksley National Bank 
(Closed for liquidation May 17, 1939) 


WASHINGTON 
Bellingham 


*First National Bank 


(Purchased by Seattle-First National 
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Bank, Seattle, May 1, 1939, which bank 
now operates a branch at Bellingham) 
Bellingham 
The National Bank of Commerce 9 
Seattle, Branch of Seattle 8. 
(Authorized February 28, . Su 
ceeded Northwestern National Bank) 
Bellingham 
Northwestern National Bank 98-1) 
(Taken over by The National Bank 
Commerce of Seattle, Seattle, Feb. 
ruary 28, 1939, which bank nowy 
operates a branch at Bellingham) 
Bellingham 
Seattle-First National Bank, Belling. 
ham Branch of Seattle............984 
(A. M. Muir, Vice President ani 
Manager. Succeeded First Nationg 
Bank, May 1, 1939) 


WEST VIRGINIA 
Belington 
Belington Bank.... 69-437 
(Capital $25,000, Surplus $5,000. D. y¥ 
Gainer, President, W. H. Coont, 
Cashier. Chartered March 13, 1939, } 
open about May 1, 1939) 
Point Pleasant 
Point Pleasant National Bank. . .69-1§) 
(Closed March 7, 1939) 
Wheeling 
Citizens Mutual Trust Company. .694 
(Absorbed by Wheeling Dollar Say. 
ings & Trust Company, May 1, 1939) 


WISCONSIN 
Eden 


Eden State Bank 
(Absorbed by First State Bank, Camp. 
bellsport, March 20, 1939, which bank 
now operates a Paying and Receiving 
Station at Eden) 
Eden 
First State Bank, Paying and Recely. 
ing Station of Campbellsport......... 
(H. EB. Woit, Manager, Succeeded Eda 
State Bank, March 20, 1939) 
Forestville 
Community State Bank, Forestville Of. 
fice, Paying and Receiving Station of 
Algoma 
(L. J. Gerondale, Manager. Opened May 
1, 1939) 
Forestville 
State Bank of Forestville 
(Closed March 8, 1939) 
Hartland 
*Bank of Hartland 
(Closed May 29, 1939) 
Wauzeka 
Bank of Wauzeka 
(Taken over by Peoples State Bank 
Prairie du Chien, March 4, 1939, which 
bank now operates a Paying and Re 
ceiving Station at Wauzeka) 
Wauzeka 
Peoples State Bank, Paying and Re 
ceiving Station of Prairie du Chien... 
(Approved March 6, 1939) 


New Banks Reported In 
Process Of Organization 


t Indicates Press Report 


FLORIDA 
Port St. Joe 
tFlorida Bank at Port St. Joe. 


ILLINOIS 
Henry 
The National Bank of Henry. 
(M. H. McKee, correspondent) 


NORTH CAROLINA 
Valdese 
+*The Northwestern gank, Office 
North Wilkesboro. 


SOUTH CAROLINA 
Williamson 
Bank of Williamson. 


TENNESSEE 
Cowan ’ 
+Bank of Cowan, Branch of Wincheste 
Elizabethton 
*Carter County Bank. 
(George Dugger, correspondent) 


WASHINGTON 
Spokane 
{Spokane Mutual Savings Bank. 
(F. M. Shields, correspondent) 


WISCONSIN 

Abrams 

*Gillett State Bank. Paying & Re 
ceiving Station of Gillett. 
(Opened April 20, 1939) 

Caroline 

+*Citizens State Bank, Receiving & Par 
ing Station of Wittenberg) 
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FDIC Changes 


Since First 1939 Rand MfNally 
Bonkers Directory 


ARKANSAS 
Atkins—Merchants & Farmers _Bank 
Mansfield—Bank of Mansfield 
Mansfield—The National Bank of Mans- 

oe Delete 


CALIFORNIA 


Colton—The Citizens National Bank 


Delete 
Colton—The Citizens National Trust and 
Savings Bank, Branch of Riverside 


COLORADO 
Cortez—The Citizens State Bank....Add 


DELAWARE ‘ 


Milton—First National Bank of Milton 
Delete 


FLORIDA 


Brooksville—The First National Bank in 
Brooksville -Delete 


GEORGIA 


Tipton—The Farmers Bank..........Add 
Vidalia—Brice Banking Co. Add 


IDAHO 


Parma—The First National 
Parma 
Parma—The 


of Boise, 


Bank of 


Idaho 
Parma 


First National Bank 
Branch 


ILLINOIS 


Brussels—Bank of Brussels...... Delete 
Columbia—Monroe County Savings Bank 
& Trust Company Delete 

Columbia—Monroe National Bank of 
PE. Lbs duéine 4 eh hen Lae <a a Add 

Elmhurst—Elmhurst State Bank. Delete 
Elmhurst—Elmhurst National Bank.Add 
Fairbury—First National Bank in Fair- 
DE °c 5 os on 0000060505064 s nau denned Add 

Fairbury—Fairbury State Bank...Delete 
Payson—State Street Bank of Payson 
oseeeeeess-Delete 


INDIANA 
Brookville—The National 
Bank 
Fulton—Farmers & Merchants Bank of 
Rochester, Fulton Branch 
Fulton—The Fulton State Bank..Delete 


Brookville 


10WA 
Badger—Humboldt Trust & Savings 
jank, Branch of Humboldt....Delete 
Des Moines—University State Bank 


KENTUCKY 
Brodhead—Citizens Bank 
Erlanger—The Community Bank.... 
Flemingsburg—Farmers Deposit Bank 
m= Pearce, Pant & Co.....csccccce Add 
Frankfort—Peoples State Bank...Delete 
Monticello—The Peoples State Bank 


Munfordville—The National 
CE  cetecendee6dheece 
Recky Hill—The Bank of Rocky Hill 
Delete 


MARYLAND 
Lonaconing—Allegany Savings Bank 
Liberty Trust Com- 
pany, Branch of Cumberland....../ Add 


MICHIGAN 


Port Huron—The First National Bank of 
Port Huron, Head Office and 3 ae 
C 

Port Huron—The First National Trust 
& Savings Bank of Port Huron, Head 
Office and 3 branches Delete 
Reading—The Branch County Savings 
Bank, Reading Office of Coldwater. Add 


MINNESOTA 


Mora—State Bank of Mora Delete 


MISSOURI 
Dora—Bank of Dora..............Delete 
Umphreys—Farmers Exchange Bank 
Delete 


July, 1939 


Where Can you get “anything” and 


“everything” for the bank? 


Just fill out the inquiry below and send it to Mary 
Manning, the Bankers Secretary—or if what you want isn’t 
listed below, specify on the coupon, or by letter, and 
information will be sent you promptly. No charge or obli- 
gation—a service by Rand M¢Nally & Co. 


Accounting Machines 

—- Accounting and Audit Con- 
tro 

Adding Machines 

Adding Machine Rolls and Paper 

Addressing Machines 

Addressing Machine 
cils, etc. 

Adhesives 

Air Conditioning Equipment 

Alarms, Bank Vault 

Architects and Builders 

Autographic Registers 

Bandit Resisting Enclosures and 
Alarm Systems 

Bandit Resisting Enclosures 

Bank Directories 

Bankers’ Note Cases 

Banking By Mail Envelopes 

Banking Textbooks 

Bookkeeping Machine Desks 

Bracket Lamps. 

Bronze and Brass Signs 

Burglar Alarms 

Calculating Machines 

Calendars 

Carbonized Checks and Forms 

Carbon Paper and Inked Ribbons 

Central Files 

Chairs, Aluminum 

Chairs, Posture 

Chair Pads and Cushions 

Changeable Signs 

Check Book Covers 

Check Cancelling Perforators 

Check Certifiers 

Check Dispensers 

Check Endorsers 

Check Files 

Check Protectors 

Checks 

Check Signers 

Check Sorting Trays 

Check Sorters 

Check Stub Holders 

Chime Clock Systems 

Christmas Savings 

Clips, Paper 

Clocks, Advertising 

Coin Bags 

Coin Boxes 

Coin Cards 

Coin Changers 

Coin Clocks 

Coin Counting Machines 

Coin Counting and Packaging 
Machines 

Coin Envelopes 

Coin Sorting and Counting Machines 

Coin and Currency Trays 

Coin Wrappers 

Copyholders 

Counter Cash Protectors 

Counter Equipment 

Coupon Books 

Coupon Envelopes 

Currency Boxes 

Currency Envelopes 

Currency Straps 

Daters, Metal and Rubber 

Dating Machines and Stamps 

Daylight Hold-Up Protective Equip- 

it 


men 
Depositories 
Deposit Ticket Files 
Desk Fountain Pens 
Desk Lamps, Portable 
Desk Pads 
Dictating Machines 


Plates, Sten- 


Con AUstw Ne 


75 
76 


77 
78 
79 
80 
81 
82 


150 


Duplicators 

Duplicating Machine 
Supplies 

Electric —_ 

Envelope Sealers, Hand 

Expanding Envelopes 

Filing Cabinets 

Filing Systems and Supplies 

Fire Alarm Systems 

Forms 

Forms, Continuous 

Fountain Pens 

Furniture 

Glass Signs 

Globes 

Gummed Mending Tape 

Ink 


Inks, Duplicating Machine 
Ink in Powd Form 
Interest Calculators 

Interest Computing Machines 
Lamps, Desk 

Lamps, Adding, Posting Machine 
Loose Leaf Binders 

Machine Bookkeeping Forms 
Maps 

Mats 

Money Orders 

Night Depositories 

Night Depository Bags 
Numbering Machines 


Pay Roll Envelopes 

Pencils 

Pencils, Mechanical 

Pen Points, Steel 

Personal Loan Systems 

aes Bank Systems 

Proof Machines 

Public Relations Advertising 

Quick Deposit Envelopes 

Registered Mail Envelopes 

Rubber Stamps 

Safes, Fire and Burglar Proof 

Safe Deposit Boxes 

Safety Paper 

Sand Urns 

Savings Banks, Home and Pocket 

Savings Clubs 

School Savings Systems 

Sealing Wax 

Seals 

Seals, Coin Bag 

Seals, Corporation, Notary, etc. 

Stamp Pads 

Stapling Machines and Staples 

Statistical Service 

Storage Files 

Supplies, Bank and Office 

Table and Floor Lamps 

Tear Gas 

Telephone Silencer 

Tellers-Bookkeepers Intercommuni- 
cation Systems 

Thermometers, Giant Electrical, Ad- 


po 
Time and eteped Time Locks 
Time Stam 


t 
Vault Ventilators 
Venetian Blinds 
Visible Records 
Watchman Reporting Systems 
Window and Lobby lays 


D coneemnegeien PASTE THIS COUPON ON A PENNY POSTCARD [IO EIO 
T 


HE BANKERS SECRETARY, 
Rand M°Nally & Co., 536 So. Clark St., Chicago, Ill. 





Index to 


ADVERTISERS 


A 
American Tel. & Tel. Co. 


B 
Baltimore & Ohio Railroad Co.. - 


Cc 
Chase National Bank, New York .386 


Chicago Journal of Commerce. .417 


Continental Illinois Nat. B. & T. 
Co., Chicago 


Downey Co., C. L. 


3 


Financial Advertisers Assn. 
3rd Cover 


First National Bank, Chicago. . .425 


G 
General Motors Accept. Corp.. . .438 


H 
Halsey, Stuart & Co., Inc 


Hudson Motor Car Co... .2nd Cover 
Hush-A-Phone orp 


N 


National Cash Register Co. 
Back Cover 


National City Bank of Cleveland 


National Shawmut Bank, Boston .436 


P 


Public National Bank & Trust Co. 
of New York 


Ralston Purina Co 
Rand M¢Nally & Co 
Recordak Corp...-. 


Ss 
St. Louis Bank Bldg. & Equip. 


NEBRASKA 
Cushing—Cushing State Bank....Delete 
Springview—Stockmans Bank....Delete 


NEVADA 
Elko—Nevada Bank of Commerce....Add 


NEW JERSEY 


Hillside (P. O. Elizabeth)—Hillside Trust 
Co. Delete 

Plainfield—The First National Bank of 
Plainfield 

Rahway—Rahway Trust Co....... Delete 


NEW YORK 
Loan Trust Co. 
Add 


Mt. Kisco—Insurance 


Kisco—Trust Company of Northern 
Westchester Delete 
New York—East River Savings Bank & 
Branches dd 


eee eee eee eee t ee eeeeeeees 


NORTH CAROLINA 
Bailey—The Lucama-Kenly Bank, Branch 
of Lucama 
Clayton—Bank of Clayton 
Clayton—First-Citizens 3ank & Trust 
Company, Branch of Smithfield...Add 
Lumberton—The Scottish Bank (Head 
Office) Add 
Pembroke—The Pembroke 


Pembroke—The Scottish Bank, Branch 
of Lumberton d 
Red Springs—Bank of Red Springs 

Delete 
Red Springs—The Scottish Bank, Branch 
of Lumberton Add 


NORTH DAKOTA 
Bremen—State Bank of Bremen. .Delete 


OHIO 


Delaware—The Delaware County Na- 
tional Bank of Delaware Delete 


OKLAHOMA 
Amorita—Bank of Amorita Delete 
Chickasha—The Citizens Farmers Na- 

tional Bank ceccccce coe Oiee® 
Chickasha—The First National Bank in 
Chickasha dd 


eee eee eee eee eee eee eee 


OREGON 
Athena—The First National 
Athena 
Athena—The United States National 
Bank of Portland, Athena Branch.Add 


Bank of 


PENNSYLVANIA 


Homer City—Homer City State Bank 
Rossiter—Rossiter State Bank....Delete 
Salisbury—The First National Bank of 

Salisbury Delete 


SOUTH DAKOTA 


Wessington Springs—Farmers & Mer- 
Chants Bamk ..cccccccccccccccccc cae 


TENNESSEE 
Coal Creek—First National Bank of Coal 
Creek 
Lake City—The First of 
Coal Creek 


Hallsville—Hallsville State Bank. Delete 
Jewett—The Jewett State Bank.. Delete 
Jewett—State Bank of Jewett......./ Add 
Leary—Guaranty State Bank 
Timpson—Cotton Belt State Bank..Add 
Timpson—Guaranty Bond State Bank 
Delete 


VIRGINIA 
Hague—Farmers Bank of Hague, Branch 
of Bank of Westmoreland, Inc., Colon- 
ial Beach 
Hague—The 


Bank Hague 


Delete 


Farmers 


WASHINGTON 
Bellingham—tThe National Bank of Com- 
merce of Seattle, Bellingham Branch 
of Seattle Add 
Bellingham—The Northwestern National 
Bank of Bellingham Delete 


WEST VIRGINIA 


Point Pleasant—The Point Pleasant Na- 
tional Bank Delete 


WISCONSIN 
Eden—Eden State Bank 
Eden—The First State Bank Receiving 
and Paying Station of Campbellsport 
Add 


Forestville—State Bank of Forest 


Del 

Del 

Wauzeka—Peoples State Bank, Wauz 

Paying and_ receiving Station 
Prairie du Chien) 


The New Wall Street 


By Rudolph L. Weissman, Author 
“The Federal Reserve System” 
Published by Harper & Brothers, 
Cloth, 290 pages, price $3. 

This book brings Wall Street 
Main Street. 

With utter frankness and in 
style designed for easy reading, 
author humanizes Wall Streef 
people its partners, salesme 
customers’ men, analysts, trader 
office workers, and members of.t 
New York Stock Exchange. f 
breaks new ground with his cor 
ments on financial journalism, 
Wall Street minds, and Wall Streef 
future. 

By its discussion of the organi 
tion and work of the Securities E 
change Commission, the problet 
and methods of new financing, am 
the reforms of the Stock Exchan 
the book brings up to date the fu 
effects of recent changes, thus mg 
ing all other treatments of t 
phase of the subject obsolete. 

Of particular importance to 
reader is this book’s point of vi 
It is that the investor, as never 
fore, is now receiving a square d 
under the new regulatory polici 
of the Stock Exchange and ft 
watchful eye of the SEC. 

Rudolph L. Weissman is partic 
larly qualified as a practical eco 
omist for he knows Wall St 
intimately. He is a member of 
New York Bar and his legal trai 
is valuable in the treatment of 
Work of the SEC. As former fi 
cial editor of the “American Mt 
cury,” he has given this book 
pleasing, journalistic crispness. 


The employee who knows 0 
one job is likely never to prog 
beyond that job. The one who ¢ 
“fill in” in an emergency is ont 
road to becoming an officer. 


Good pens and serviceable b 
ters on the customer’s desks i 
plainer and more legible documé 
and also please customers. 


A loan that is made because 
fear that, if the loan is turned de 
a customer will be lost to the bal 
is probably not a safe loan. 
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